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UNITED STATES SENATE, 
COMMITTEE ON APPROPRIATIONS, 
June 30, 1958 
MEMBERS OF THE COMMITTEE ON APPROPRIATIONS, 
United States Senate. Washi ington, D.¢ 

GENTLEMEN: Shortly after the creation of the Investigations 
Division of the Senate Appropriations Committee, it was brought to 
my attention that one area of expenditures which would probably 
occupy & substantial portion of the attention of the members of this 
committee was the area of foreign aid 

While considerable material is available on this subject in the files 
of this division, it was felt that additional on-the-spot investigations 
might be desirable. For that reason, I assigned two staff members 
of the Investigations Division to make such a trip to Paris, France, 
to inquire particularly into the activities of the foreign aid program 
in France and in the regional office of the MSA in Paris. The loan 
of two competent accountants was secured from the General Ac- 
counting Office to accompany these men. To head this group, it 
seemed it would be of assistance to the committee to have the mature 
judgment of a_ practical successful businessman. ‘Therefore, Mr 
Alex Hillman, who gave generously of his time and who served 
without compensation, was asked to make a study of the foreign-aid 
program in operation. The report which follows contains facts, 
observations, and opinions developed by Mr. Hillman and the group 
he headed. 

The first portion of the report contains the observations and con- 
clusions of Mr. Hillman, as well as considerable factual data. The 
second section of the report contains specific studies and tables 
developed by staff members 

In order that the committee might have the benefit of Mr. Hill- 
man’s observations and conclusions, as well as certain studies of the 
foreign-aid program, this material is being made available for your 
perusal, 

Sincerely, 
STYLes BrIDGEs. 


HILLMAN aa INc., 


New York, N , May 14, 19538 


Hon. Strytes BripGEs, 
Chairman, Ne nate Committee on Appropr rat Ons, 
145 Senate Office Building, Washington, D. ¢ 
Dear Senator Brivges: | have pleasure in attaching hereto my 
report describing the findings of the mission which was undertaken, 
at your request, to make a study of the mutual security aid program 
in Kurope. 
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You will recall that the staff of the mission consisted of Paul A. 
Toussaint, special investigator for the Senate Appropriations Com- 
mittee: Leo C Nulty of the same staff; Roger W. Thompson of the 
General Accounting Office: Ray Miller of the same office: Miss 


Florence Lewis, secretary to the staff; and myself 

The staff left New York on March 14 and from their arrival at Paris 
on March 15 until April 26, when they returned to New York, they 
resided in Paris occupying an office in the Hotel d’Iena from where 
they carried on thew work except for a 5-day visit to London. 

It was decided that the best interests of the investigation would 
be served by concentrating on the problem of our aid to France and 
the activities of SRE. For that reason it was believed that the staff 


could make the best use of the time and facilities available if it oper- 
ted in Paris, where the mission to France is located and where SRE 
has its headquarters Because of the necessity for completing the 
inquiry rapidly it did not seem wise to disperse the staff in various 
countries to study their speciiic aid programs inasmuch as SRE is 
Ce ntrally located in Paris and is the clearinghouse for all of the other 
European countries. Thus by studying SRE the staff would get a 
fairly good understanding of the operations of missions in countries 
other than France 

In the course of this inquiry, an examination was made of (1) our 
aid to France; (2) SRE, its administration and administrative costs; 
(3) two French steel projects, USINOR and SOLLAC; (4) military 
and offishore procurement; (5) the productivity and technical aid 
assistance programs; (6) the information program; (7) the Lisbon-type 
aid; and (8) a preliminary investigation of certain Austrian currency 
transactions. 

The accompanying report sets forth in detail the results of these 
inquiries. The studies and their relevant documentation leads me 
to the following conclusions: 

(1) That economic aid to Europe be severely curtailed, and granted 
only after a strong showing of facts that the recipient country is doing 
everything possible to put its own fiscal house in order, including 
effective taxation and inducement to the improvement of foreign trade. 

2) That specific amounts of dollar aid be allotted to each country 
under the appropriation bill with power to the President to transfer 
not more than 15 percent of the allotted funds from one country to 
another as circumstances may require during the fiscal year. This 
would reestablish the power of the Congress over the expenditure 
and allocation of the funds requested instead of giving full discretion 
to the Director of Mutual Security. 

(3) SRE should be completely eliminated as a coordinating and 
operating office with jurisdiction over the country missions. The sole 
function of the special representative should be to act as permanent 
member of the NATO Council and United States contact point with 
OEEC. 

(4) The productivity program should be completely abandoned, and 
the Moody and Benton amendments should be repealed. Technical 
assistarce should be thoroughly rey iewed, and probably substantially 
reduced. 

(5) In view of the fact that most of our European aid is military 
and does not require large civilian staffs to plan, program, and admin- 
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ister economic aid, the personnel of the European missions should be 
severely curtailed. 

(6) The total dollar amount of offshore procurement should be 
carefully reviewed and limited so as not to endanger our own indus- 
trial base and our own normal program for domestic milits ary procure- 
ment. In addition, there should be one clear-cut objective in military 
procurement, namely, the purchase of military end items at the lowest 
prevailing prices in Europe and not to exceed the statutory require- 
ment of 117 percent of United States prices. Contracts should not 
be placed to serve politic: il or other ob jectives. 

(7) Return of 10 percent counterpart by the participating country 
should be eliminated and the country allotment should be reduced by 
the dollar equivalent. 

(8) All foreign procurement of military equipment should be con- 
centrated in offshore purchases, and Lisbon-type aid should be dis- 
continued. 

(9) The information program should be merged with the informa- 
tion program of the State Department, and its separate existence 
eliminated. 

(10) It should be mandatory upon the Director of Mutual Security 
to discontinue aid to any participating country where MSA is on 
notice that program funds are bei ‘ing diverted, misappropriated, 
otherwise improperly used. 

It is believed that if the recommendations above enumerated are 
incorporated into the Mutual Security Act, it will result in a more 
effective administration and more realistic planning and handling of 
the appropriated funds. This would increase the chances of carrying 
out sucessfully the objectives of the mutual aid program as an instru- 
ment of United States foreign policy. 

[ appreciate the opportunity I have had to serve in connection with 
this study, and hope that this report will be useful to you and to the 
members of your committee in deciding the serious issues which now 
confront the American people. 

Sincerely ’ 


Auex L. HILLMAN. 
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United States assistance to France and Indochina, Apr. 1948, to Jar 195 
Co ( 
C. Long-term loans to France since World 
War II Continued 
5. hi A-\ISA aid 
item A.4 above 4 $995. 600. 000 
Total lon: rm loa Franc 
since World War II 5s. 175, 600, 000 
Nore. rhe information e tained ir \, including foot 
notes 1 and 2, and C is unelassi hat in B and footnote 3 
is restricted 
D. Offshore procurement fiscal year 1952 and 
1953: 
1. Total estimated offshore procurement, fiseal year 1952 
and 1953 350. 000, 000 
Total United States assistance to France and 
Indochina through fiseal year 19538 
Dollar aid $3 568. 600. 000 
Lisbon-type agreement 207, 500, 000 
B. End-item aid programed nsca LI 
1950, 1951 and 1952 1, 000, 000, 000 
IEnd-item aid programed, fiscal te 
19538 600, 000, 000 
C. Long-term loans to France since World 
War II] 2 175. 600. 000 
D. Offshore procurement, fiscal year 1952 
and 1953 350, 000, 000 
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to France and Indochina through 
fiscal vear 1953 _ - 10, 901, 700, 000 
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Date of rele of sec \ thr h Feb. 1 


The preceding schedules indicate the magnitude of our aid to 
France. We have a total investment of $10,901,700,000. In view 
of this enormous investment, the following remarks are applicable: 

The mechanics of handling economic aid to Europe involve two 
basic assumptions. The first assumption is that by insisting on 
American approval of PA’s (imports under the dollar-aid program) 
we would have a control on the economy of the country by allowing 
only essential imports. The second assumption is that by controlling 
the use of counterpart which represents the equivalent of dollar aid 
less 5 percent, or, more recently, 10 percent, reserved by the United 
States to meet administrative and certain other expenses payable in 
local currency we would control the country investment program. In 
the case of France, both of these theories have gone awry. Even 
though we do control the PA’s and the amount of dollar aid is enor- 
mous, it is only a part of the total French availability of dollars, 
They have large amounts of dollars earned by their exporters, against 
which the Government is free to issue import licenses as it sees fit. 
While we force them to use all of the dollars we give them to import 
according to our lights, they can still use their free dollars to import 
as they choose, and our hold on the economy is therefore diluted. As 
a matter of fact, during the period when platinum was strictly rationed 
over here and we allowed them under our PA’s only a limited amount, 
they used their free dollars to buy platinum in the world market, so 
that French jewelers had a plentiful supply while it was still rationed 
here. 
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On the second count, the use of the counterpart by the French 
has not been in accord with the o1 cinal agreement signed by the 
participating countries. The participation agreement provided that 

counterpart funds were to be de posited in the Bank of France to 
the Credit Nacionale, and that these funds were not to be withdrawn 
except for projects approved by the Mutual Security Administration. 
From the very beginning France insisted that, as a sovereign govern- 
ment, she had the right to earmark these funds for broad segments of 
the French economy and later attribute them to certain projects. 
That this part of the agreement has not been kept is notorious in 
France, although it seems to be relatively unknown in Washington. 
| refer to a paragraph contained in a report to Mr. F. Rousseau 
Lanou, Controller of Economic Affairs, SRE, from Mr. Andrew F 
rl 


rson, Controller, Special Mission to France, dated July 2, 1952, 
rom which I quote the following 
I} ( ) il fy ] i vithdara n heeon eo! j led with other fund 
| ind a 1 i puted | [ Kren eerta 


lor example the French ask for permission to withdraw the equiv- 
alent of $50 million from the counterpart for use in the national rail- 


Wav system This amount is withdrawn and becomes part of a several 
billion frane fund available for French railroads. After the money is 


ised, and entirely as lip service, the French report to us that certain 
trackage, and certain parts of 
other equipment were paid for with the $50 million of counterpart. 
| ] 
t 


Under these circumstances, it becomes mpossible to check en 


parts ol locomotives, certain parts ol 
use 
or to examine the costs and conditions under which installations were 
mad 

UI irther refer toa report made to me in Paris, under date of April ’ 
1953, ge our own auditor, Mr. Roger W. Thompson, of GAO/Wash- 
Ington, a Copy of which is attached and marked ‘ Exhibit A.”’ 

There has been considerable lack of frankness on the part of MSA 
in the handling of the French counterpart When we were briefed iu 
W ashing rton by an MSA budget officer, and I noted in the SRE books 
that counterpart was attributed to 8 or 10 sections of the French 
economy, I asked whether these funds were used for specific projects, 
with the consent of the United States mission in France and MSA in 
Washington, and whether these projects could be examined individ- 
ually and end-item use checked, together with costs and contracts. 
I was told that that was entirely possible, and that the breakdown of 
these projects would be available at the MSA mission in Paris. 

Nothing could be further from the truth. In my view, a vast 
propaganda force was lost when the French were allowed to use the 
counterpart funds for what is substantially budgetary aid. It is 
impossible to dramatize help to a government. The average French- 
man isn’t interested in that. He thinks the Government spend too 
much anyway, and that, if the aid were not forthcoming, the Govern- 


ment would get along just as well. Actually, the mission in France 
is in the position of bemg without any real control over counterpart 
projects. As I have said, no examination is possible. The French 


resent that as an invasion of their sovereignty, and it is impossible 
for us to go to France and say that this, that, or the other project was 
built or installed entirely with counte rpart generated by American 
dollars. In spite of the fact that the French mission was originally 
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staffed on the basis that it would have real control over these projects 
and its control has shrunk to nothing, the number of employees has 
not been proportionately reduced and it is believed that an examina- 
tion of the French mission will show that a substantial cut can be 
made. 

What we are doing with our economic aid is simply giving the 
French a certain amount of money and exercising no real control over 
how it is spent. In fact, at the present time it is being attributed 
entirely to part of the military budget. 

The French are constitutionally incapable of balancing their budget. 
They have had 17 governments since the liberation of France, and the 
present government (as of May 14, 1953) is given not longer than 2 
more months in power. The parties are evenly divided, so that no 
government can do anything effective. The Right will not allow a 
tax system which will tax the rich, and the Left will not allow a de- 
crease in labor costs which would make it possible for the French to 
recapture their export market. As a result, the French Government 
is moribund. Taxation of the rich is on a primarily low level. Most 
of the taxes are transaction and sales taxes, and income taxes repre- 
sent only a smell part of the country’s revenue. The French politi- 
cian therefore depends on American aid and is most avid for it. Sinee 
the beginning of ECA the United States has been forced to respond to 
certaim pressures and circumstances in France such as the threat of 
Communist control and now the urgency of the Indochma situation, 
resulting in increasing new United States financial aid to France. 

An indication of the United States response to these presssures is the 
Lisbon agreement. This vear the situation reached a critical point, 
and in the recent negotiations the French really accomplished their 
objective, although it seems that the American people have not been 
so informed. 

The original aid program was for $525 million for fiscal year 1953. 
This was to be divided into $200 million for economic aid and $325 
million for military aid. By a series of maneuvers, this has now been 
changed so that what the French are really getting is $317,500,000 
in economic aid, and $207,500,000 in Lisbon-type aid, which simply 
means that we are picking up the tabs of the French Government with 
its military suppliers to the extent of $207,500,000, making a total of 
$525 million. In addition, we are giving them $600 million of military 
end-item supplies and several hundred million dollars of offshore 
procurement, which means that the orders will be placed in France 
by our Defense Department, we will pay the bills, and then, while 
not all of this material will be given to the French military, they will 
receive a considerable part. Also, they will get certain dollars for 
infrastructure (joint building of air force bases) and other charges for 
our military stationed in France. Thus, in one form or another, 
France will probably get this year in excess of $1,300,000,000. 

In spite of that, any French politician can and does make political 

capital out of denouncing the United States and its program in the 
Chambre des Deputes and very few French politicians have the cour- 
age to defend us. The EDC (European Defense Community), 
which was originally conceived of by the French as a method, first 
for organizing Kurope against Russia and, second, for tying to itself 
a strong group of allies that would also prevent Germany from becom- 
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ing dominant, has become so unpopular in France that no premier has 
yet dared bring it before the Chambre des Deputes. 

Several months ago, when Mr. Dulles was in Europe, he spoke very 
brave words about rethinking our entire defense program if Europe, 
and France in particular, did not hurry along with ratification of the 
EDC treaty. Since then the French have done nothing about it. 
On the contrary, they have found a new stalking horse, the Saar 
problem, and they now insist that that problem be solved before the 
EDC treaty is ratified. That may be the equivalent of saying that 
the treaty will never be ratified. In spite of this recalcitrance, and 
in spite of Secretary Dulles’ optimism, we have increased our total aid 
to France this year and now stand committed, as previously stated, 
to an expenditure of approximately $1,300 million. 

The economic aid which the United States has extended to France 
is extended on two counts: (1) to help the French balance their 
budget, and in that sense it is strictly budgetary aid, and (2) to 
enable the French to earn dollars, which they claim they are now able 
to earn in the ordinary export market, with which to buy American 
goods 

The gross national produc t of France for fiscal year 1952 is approxi- 
mately $39 billion. The total military budget of fiscal year 1952 was 
$4 billion. Roughly 10% percent of the gross national product is 
devoted to the military budget. By contrast, the gross national 
product of the United States was roughly $360 billion, and our military 
and foreign aid budgets aggregated approximately $64 billion or 
roughly 17% percent of the gross national product. 

Present available information indicates that the United States 
Government in fiscal year 1953 will have spent $7 billion in excess of 
its tax receipts, which has resulted in deficit financing. Unlike the 
United States, the French Government is unable to finance its deficit 
with long-term loans because the French people so greatly fear in- 
flation that they will not purchase long-term obligations of the Gov- 
ernment. All deficit financing of the French Government must be 
handled by short-term loans from the Bank of France, which merely 
add to the inflation. More than half of the governments which have 
fallen have done so on just that issue. 

The bulk of French taxes, roughly two thirds, are indirect—pur 
chase taxes and transaction taxes which add to the cost of goods and 
fall most heavily on the low- and middle-income classes. Direct 
taxation, consisting of corporate and income taxes, constitutes less 
than one-third of the total taxes derived by the French Government. 

Every attempt to correct this situation has thus far failed. Last 
vear the Pinay government offered amnesty for past tax evasions and 
omissions on the part of its nationals if my. would come in and 


honestly pay their taxes for the current yes This had little or no 
result. The rich French so far simply ie: refused to pay income 
taxes as provided by law. Another large group which has had vast 


tax advantage is the farmers, whose income tax is based on the price 
of products established 30 years ago. ‘The farmers’ parties have large 
representations in the Chambre de Deputes and they have refused to 
allow any tax reform. Every attempt at a realistic tax system has 
failed completely, and it is political suicide for a French Government 
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to attempt a realistic tax system at the present time because of the 
power which these groups maintain in the Chambre de Deputes. 

The question presents itself whether or not the French will ever put 
their fiscal house in order and balance their budget by collecting the 
proper amount of taxes as lorg as they receive American aid, 

As has been pointed out, the second reason for American aid is to 
supply the French with dollars which they cannot earn in the export 
market. The problem then arises as to how the French people can 
earn dollars with which to buy the things they need in the hard cur- 
rency markets. The solution to these problems requires a three-fold 
attack: 

(a) Profit margins must be severely curtailed. French goods are 
priced too high and cannot be sold in the world export markets because 
the French manufacturers have always insisted on very large margins 
of profit. They are almost completely monopolistic and centralized, 
and would rather satisfy the domestic market where they can get 
these high profits. 

(6) The French labor costs are high, and there would have to be 
increased producton at lower labor costs in order to price the goods 
attractively for the export markets. This does not necessarily mean 
lower wages. Higher productivity and elimination of inefficiency 
might even increase wages and lower the cost per unit of the manu- 
factured product. 

(c) Some inducement must be given to the French manufacturer to 
make goods for the export market and to study and exploit those mar- 
kets rather than satisfy the domestic market, which is much simpler 
and less risky and which he knows better. The inducement might 
well be to allow the exporter to retain a certain part of his earnings, 
which would unquestionably be attractive to the French manufacturer 
and would give him an added incentive to direct himself to world 
markets instead of to local markets. 


INDUSTRIAL PROJECTS 


In many other respects the French have been very uncooperative in 
facilitating the conduct of the Mutual Aid program. This can per- 
haps be well illustrated in connection with some of the industrial 
projects financed by grant-aid dollars and equivalents in franes. This 
method of operation entails certain responsibilities in the purchase 
and shipment of American machinery and equipment, and also in the 
procurement of machinery in France and the installation costs. 
MSA naturally has had an interest in knowing, during the course of 
these construction projects, not only what has happened in regard to 
the American machinery and equipment but also whether the French 
applicant has complied with his obligation under the protect. The 
matter of checking on this has been very difficult because the French 
authorities have placed so many obstacles in the way of any adequate 
followup. This principle is borne out by the history of two specific 
steel projects. 

MSA’s contribution to these two projects is $29 million in grant-aid 
for the USINOR project and $55 million in grant-aid for the SOLLAC 
project. 


35516—63——_3 
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USINOR 


A rather thorough study has been made of the USINOR project 
and comparisons drawn between the statements and representations 
in the original application with performance to date. 

The original application is dated April 5, 1949. It contains a 
review of the essential elements of the project, its justification, and 
a number of representations with respect to undertakings to be com- 
pleted on the French side in consideration of the United States 
facilities to be furnished. 

The project called for the following significant items: 

1. A 66-inch continuous hot-strip mill to be furnished by the 
United States. 
2. A 66-inch cold-strip mill also from the United States. 

3. Incidental shearing, pickling, and annealing facilities also from 
the United States 

The hot-strip mill was to be in operation in the fall of 1950. 

5. Installation of 3 open-hearth furnaces and additional Thomas 
converter capacity mncreasing capacity from 650,000 tons 
per year to 1.3 million tons. 

6. The additional steel-making capacity was to have been installed 
and in operation in 1952 

7. Additional ingots at the rate of 100,000 tons per year would 
be — by | a member plant at Valenciennes 

As of December 31, 1952, the record of performance stood as follows: 

|. The hot-strip mill first went into production in April 1951, about 

6 months late, but production did not get above 20,000 tons per 

month until October of 1951-—almost a year late. 

2. The cold strip mill commenced operations in the summer of 1950 
on schedule but, due to the delay in the hot strip mill, the United States 
shipped coils to France at the following rates: 


Tons 
L950 10. OOO 
1951 55, 000 
1952 (Ist 6 months 27. OOO 


Had the hot strip mill been on schedule, much of this tonnage could 


have been eliminated. Additionally, the cold mill, for some reason, 
located at Montetaire, outside Paris, about 100 miles from the 
hot _— millat Denain. Asa result, the coils have to be shipped from 


Denain to Montetaire and the scrap returned to Denain. In addition, 
the only pickling line is located at Montetaire and when hot-rolled 
sheets are sold by USINOR (currently approximately 5,000 tons per 
month), the coils have to be shipped to Montetaire for pickling and 
then returned to Denain for slitting and shearing. There is no 
economic justification for this. 

}. All incidental facilities from the United States were furnished on 
schedule 

t. As of December 31, 1952, only 1 of the 3 open-hearth furnaces 
had been installed. These furnaces were taken as reparations from 
a German plant and lay on the ground at Denain from 1948 until 1952 
when work was started on the open-hearth structure. 

5. At the end of 1952, the plant was producing crude steel at the 
rate of approximately 78,000 tons per month, or 936,000 tons per year. 
This is at the rate of 360.000 tons per year less than the project called 
for 
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6. Instead of getting 100,000 tons a year from a member plant, tt 


is only vetting about 50.000 tons a vear. 


7. The original application further stated that, DY the end of 1952, 
approximately 90,000 tons of ingots per month would be avail: 
the operation of the hot strip mill. Actually, by the end of 1952, there 
were only approximately 40,000 tons of such ingots available for that 
mill. 

The United States facilities and equipment furnished for this proj cl 
amounted to $29.1 million. 

SOLLAS 


This is the largest dollar-financed MSA project in the world. <A 
total of approximately $55 million of United States equipment and 
facilities are involved. 

Ground was broken for the project in December 1949 and the first 
part, the cold mill, was scheduled for completion and operation by 
the end of 1951. The hot mill was scheduled for completion in the 
first part of 1952 

The project called for an 80-inch continuous hot strip mill, a bloom- 
ing mill, 2 cold mills—one 80-inch and one 66-inch a skin pass mill, 
and all auxiliary facilities such as pickling lines, annealing furnaces, 
electric cleaning lines, et cetera. 

The cold mill went into operation the latter part of November 1952, 
almost a vear late, and the hot mill went into operation the latter part 
of January 1953, also about a vear late 

The blooming mill is nearing completion and should be in operation 
in the third quarter of 1953 

To start the cold mill, 5,000 tons of coils were obtained from 
USINOR and 5.000 from the United States although coils should 
have been available from some of the other continuous mills the 
United States has furnished Kurope 

The hot mill is currently producing at the rate of about 600 tons 
per day, rolling 2'5- to 4-ton slabs from 40 to 46 inches wide on an 
80-inch mill 

A recent visit to this plant revealed only six American trained 
engineers on the job to operate, imstruct, and train the necessary 
crews. <A group of 6 French workmen spent 5 or 6 weeks in Eneland 
observing the operation of a similar mill. This is the only preliminary 
training that has been provided 

Relative to the Kurope an industrial projects, there is annexed | ereto 
as exhibit N, the memorandum prepared by Bernard S. Van Rens- 
selaer, of the Investigations Division staff. 


EUROPEAN FLAT-ROL D CAPACITY 
As evidenced above. the bulk of the MSA dolla hinancing has gone 


into continuous and simicontinuous wide-strip mills. Counting 
Cornigliano to be completed this vear, there are 10 such mills in 


Europe, 8 of them dollar finance In fact, each steel-producing 
country of any consequence has at least 1 and France and Belgium 
have 2, each, while the U. K. has 3 (1 dollar financed Only Germany 
has none but now has one on order which is being produced in Ger- 
many. Germany had one such mill before the war which remained 


intact after hostilities ceased but it was given to the Russians Inci- 
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dentally while the United States was financing this equipment for 
France for about $84 million, France was financing and furnishing 
other steel-mill equipment for Colombia, South America, to the value 
of about $30 million. There is thus considerable excess capacity for 
producing flat products in Europe at the present time. Based on 


United States standards of production and European steel availabil- 


ities, these mi Is will probably not be operated On an overall average 

of 50 pereent of capacity for some years to come This capacity 1s 

not only vears ahead of demand but also vears ahead of available 

steel for an economical and efficient operation. Because of their high 

cost, such facilities have to be operated on a high tonnage basis to 
7 


establish economic justification, and the prices must be low enough 
through such volume production, to build up and encourage an 
panding demand No such movements are as yet ev ident although 
ere are some signs of it in the U. K. 

USINOR, which has been operating about 11 years, recently fur- 
nished coils to SOLLAC at about 15 percent higher cost than United 
States coils shipped all the way across the Atlantic and then hauled 
by rail from port to SOLLAC’s mill. However, in 1952, USINOR’s 
production was about 375,000 tons, or onl) about 40 percent of what 
the same mill does in the United States, the principal limiting factor 
being crude steel in the form of ingots and slabs. For most of the 
year, this mill operated only 2 shifts per day, 5 days a week, while 
in the United States such mills are operated 8 shifts per day, 18 or 
20 tons per week. Average wage rates at this plant run about 40 cents 
per hour for hourly paid workers (130 franes) against United States 
average hourly earnings in a similar steel mill of about $2.20. While 
USINOR has been used as an example, the same story with some 
variations repeats itself at other locations. The mill of VOEST, at 
Linz, for instance, only has enough steel for operating at about 33 
percent of capacity, and by 1956 only anticipates having enough steel 
for about a 60-percent operation. 

This excessive capacity was foreseen by ECA when the OEEC 
program Was submitted and before any approvals were granted. In 
an ECA iron and steel commodity study dated March 1949, it was 
pointed out: 


t} 


It is believed that the program as submitted to OEEC, if carried to completion, 
will result in a substantial excess capacity in the steel industry of Western Kurope 
especially in the case of flat products where the major modernization and expan- 
sion effort is concentrated. The rationalization of these programs seems to be a 
problem of first priority for the Steel Committee of OKEC. 


At another point this report warned: 


Based on the progress which has been made to date and estimated completion 
iedules of the various projects involved in the Western European program, it 
is believed that Europe will have adequate steel to meet domestic and export 
demands by 1952-53. In fact, if the expansion plans of all participating countries 
are not rationalized, it is to be expected that a substantial surplus capacity will 
probably exist on completion of the existing programs. The heavy investment 
required in these facilities necessitates continuous operation at a high level of 
production. Consequently, the future competitive position of the participating 
countries will not be favorable unless OEEC is effective in directing their expan- 
sion programs as a whole to avoid the installation of excessive capacity. 


} 


Again, in some concluding comments, the report states: 


The major investment in the program is in rolling mills for the production of 
flat steel products. If all the projects involved are carried to completion, it is 
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evident that a large surplus capacity for the production of strip. sheets. and ti 
plate will develop within the participating countri Phi irplus may be of 
the order of 2.5 million tons a vear. Che rationalization of these projects with 
respect to the total installed capacity and the locati ot t facilities should be 
a problem of first priority for the Steel Committee of OR Et 


Despite these admonitions, the original program was not only not 
cut back but was actually added to by the inclusion of an additional 
semicontinuous mill for Holland,*which was somehow overlooked in 
the initial stages. 

Now that the Schuman plan with a single European community for 
iron and steel has been established, the lack of original rationalization 
becomes even more apparent. Facilities were provided on the basis 
of establishing a national independence—self-sustained and_ self- 
sufficient national units with production geared to foreseeable require- 
ments by product types, not to available steel for high tonnage 
sacilities. Political considerations may also have been involved. 
In any event insufficient consideration and attention seem to have 
been given the first part of the program; i. e., the expansion of crude 
fteelmaking facilities, coke ovens, blast furnaces, et cetera, which were 
to be financed out of local funds. While there may be adequate steel 
in Europe to meet present requirements for both domestic consump- 
tion and export, there is not enough steel of the right kind at the right 
places to operate these dollar-financed facilities on an economically 
justifiable basis. 

Despite the weight and importance of these steel facilities, SRE 
and the missions have never been adequately staffed to oversee the 
program. In SRE at the present time there is only 1 man on steel 
(a deputy who arrived December 15, 1952, was terminated May 15, 
1953, in a reduction of staff), and for most of its 5-vear history as OSR 
and SRE, there has only been 1 man. In the European missions at 
present, there is only 1 steel man with actual steel industry experience 
and he is located in Germany where not one dollar has been spent on 
steel-mill facilities or equipment. France, with $84 million of equip- 
ment, and Italy, with about $60 million, have no steel men in their 
mission offices or other men who can competently follow the projects 
to assure maximum production at the earliest possible date. In fact, 
the head of the French mission for the past 18 months has not once 
in that period visited the SOLLAC project which, as mentioned, is 
the largest single MSA industrial project in the world 


DEFENSE PRODUCTION 


On the whole. the 
tinuous mills have lit 


motor vehicles and transport can be produced along with frame stock. 


products from these continuous and semicon- 
t | 


e use in defense production. Some sheets for 


However, already existin facilities were entirely adeq late to take 
care of known defense needs hese mills were not required for detens¢ 
purposes and generally S] akin: no lar reo stantiat Quantities ol 


the materials produced on them find their way into m tary end items 


Most of the mills are not set up to produce heavy flats of 5 millimeters 
which might be used for ship construction 

Some of the facilities and equipment are, however, important fo 
defense production, such As the sean less Lube mil sO bloomin 
mills, and the billet mill. The billet mill is, however, in Austria and 
would probably bi the first 1 ra 5 »p 1 the ent of W 








OFFICE OF THE SPECIAL REPRESENTATIVE IN EUROPE 


Phe Off of the Special Representative in Europe of MSA is the 

sor to tl Oflice of t hae Sp Cla Kepresentative Ol ECA, The 

I DONSID s of thi peclal representative are to coordinate all 

vities er title I of the Mutual Security Act and to serve as 

permane | \ on NATO as well as th pot of con- 

et with OF E(¢ Che present purpose of the Office ther fore, 1s to 

Integrate the programs of the various missions and to relate the 

overall Kurop n objec \ to eacl ma vidual program I each 
dividual try 

When the Office was first created the theory was that this coordinat- 
Is tasl would be performed by a top-level policy ollicer with al 
small staff of 30 or 40 highly qualified specialists who would concern 
themselves with questions of policy and would not intervene in the 
a led operations ol the missions. 

As of March 31 1953, the Office of the Special Repre sentative in 
| rope had in its emplo 630 American nd 825 loeals, or a total 
oO Lo pe pli on the pavroll Salaries of this staff including both 
dollar and counterpart were $2,548,000 fo fiscal vear 1952 The 
total salary cost for all missions and SRE for fiscal vear 1952 was 
S$6.167.000 which mea that 45 percent of the entire European 
2 cost Was mcurred 1 the SRE operation This does not include 
SRE overtime of $152,489, living allowances of $226,953, and quarters 
allowances of $782,000 which brings the total personal services cost 
of SRE to $5,741,000 his is 47% percent of the total personal 
service payments [ol all « Kurope which amounted to $12,117 556. 

1h total admunistratiy cost ol MISA 1Ol ll ol Murope Tis i 

1952 was $21,980,060 of which the SRE costs amounted to 
SLOSS O00 iris me sul ipproximately 50 per of the ¢ I'¢ 
cost of MISA ( Ol) O] Wil Hcurreda ) SRI it he 
merely as a ee natu ollie L sel le sé i forth all adm ~ 

( VISA in J pe for tiseal i 1952 in both dollar and 

( vl Ss Is mta d in exhibit B attache hereto 

1 | iteme I mm rative costs of SRE in dollars and coun- 

rv the first S months of fiscal vear 1953 indicates that th 

xpenses are running at substantially the same level as in fiscal vear 
1952 otal salaries for 8 months of fiscal vear 1953 amount to 


$3,710,966 indicating that for the entire vear this item will approxi- 
mate $5,560,000 as compared with $5,741,000 for fis al year 1952 
or a reduction of about $200,000 or 3% percent. The total adminis- 
trative costs for all of Europe including SRE for fiscal year 195: 
on an 8-month basis as of February 28, 1953, amount to $6,213,67: 
indicating a total expenditure of about $9,300,000 for the fiscal vear 
which compares with a total European expenditure for fiscal vear 
1952. of $10,511,000 or a saving of $1,200,000, roughly 9 percent. 


) 
> 
) 


This saving of 9 percent on all European administrative costs repre- 
sents three times as much cut in the operating missions as in SRE, 
the coordinating unit 


on 
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Some of the significant items of SRE expense included in the at- 
tached schedule are $1,068,000 for travel and $324,000 for rent which 
does not include alterations amounting to $232,000. The equipment 
cost for 1952 was $349,000 although SRE had been in business four 
vears and presumably its offices had been amply equipped prior to 
fiscal year 1952. Supplies and materials amounted to $399,000. 
Lands and structures accounted for an expenditure of $1,427,143 

SRE is faced with serious administrative problems as well as with the 
matter of expenses. The individual country missions must consult 
SRE on the selection of personnel, terms of employment, promotions, 
changes in pay, transfers, administrative regulations, and procedures, 
Questions involving grant and loan aid, procurement allotments, use 
of counterpart, programs such as information, productivity and tech- 


nical assistance, must first be screened and approved by SRE. The 
determination of SRE to all intents and pu poses 1s final on promotion, 
personnel and employment in the country MmIsSsions. C‘ountrv mission 


relationships with the participating countries Involving procurement 
allotments, use of counterpart, productivity, technical and mforma- 
tion aid, must be referred to MSA/Washington for final approval alter 
prelminary screening and approval by SRE. MSA/Washington may 
reject or amend the original requests The action of Washington is 
then communicated to SRE and to the missions, which is a species of 


operation reminiscent of Tinker to Evers to Chance and back from 


Chance to Evers to Tinker (ny baseball enthusiast will appreciate 
the inevitability of fumbles a 

The Kar Kast program involving an equally cri ical area is now 
handled without : special agency to coordinate and ( is a screening 
unit. The Kar Kast Is much further remove d irom Washineton than 
anv of the European missions. Telephone and telegraph communi- 


cations are much less effective and vel the Far East, up to how, has 
been administered without the equivalent of SRE 

There is attached hereto and marked “Exhibit C”’ a statement of 
the total dollar and loea currency administrative expendlt ire of 
SRE and missions for 8 months ending February 28, 1953. 

A considerabl portion ol the dollar salaries in SRE, and in fact, 


throughout Europe, are now paid in local currency out of the adminis- 


) 
} 
i 


trative counterpart Considerable pressure has been exerted on the 
SRE and French Mission employees to take part of their salaries in 
frances and it is presently estimated that 25 percent of the entire dollar 


salaries are paid In iranes. There is no Statutory limitation on the 
use of administrative counterpart. Beginning July 1, 1953, Congress 
will appropriate administrative counterpart as well as dollars. It is 


hoped that this will result in more effective use and control of these 
funds. 

The use of administrative counterpart to pay dollar appropriated 
salaries may be questioned upon the ground that it defeats the intent 
of Congress to limit personnel by its dollar appropriations. By 
pressuring employees to accept counterpart in lieu of dollars, SRE is 
really paying dollar obligations with unappropriated funds and thereby 
enhances the opportunity for increasing the number of people SRE 
can hire with its unexpended dollar appropriation, 

There is attached hereto and marked “Exhibit J” a form which 
SRE induces its employees to sign, often under pressure, permitting 
the partial payment in francs of dollar salaries. In addition, SRE 
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maintains a check-cashing service and urges employees to sell their 
dollar cheeks and purchase franes from SRE. The dollars are 
bought from the employees by SRE at the official rate and are used 
by SRE to increase its dollar availabilities. 

SRE defends this operation on the ground that it takes this into 
consideration when justifying the annual request for appropriations. 
This statement may be open to some question as SRE has no way of 
knowing in advance with any degree of accuracy the volume of its 
dollar check-cashing business. Furthermore, it does not appear that 
any disclosure of this practice has ever been made to the Congress. 

For the purpose of completing the record and because the expenses 
of SRE are broken down into appropriated dollar expenses and un- 
appropriated counterpart expenses, there is attached hereto detailed 
schedules showing both dollar and administrative counterpart 
expenditures: 

Exhibit D. Statement of administrative dollar obligations of 
fiscal year 1952. 

Exhibit E. Statement of administrative obligations from local 
currency counterpart, fiscal year 1952. 

Exhibit F. Statement of administrative obligations from local 
currency counterpart, fiscal year 1953, 8 months 
ending February 28, 1953. 

Exhibit G. Statement of dollar obligations, fiscal year 1953, 8 
months ending February 28, 1953. 

Exhibit H. Total obligations from local currency counterpart, 
fiscal year 1952 

There is also attached hereto schedule I showine SRE total occu- 
pancy costs including maintenance, alterations, and heat for $627,163 
for the 8 months ending February 28, 1953. 

While on the subject of administration, it may be noted that one of 
the major personnel problems confronting SRE is the fact that three 
people doing exactly the same kind of work are often paid at different 
salary rates so varied as to affect seriously the morale of the employees. 
For example, an American secretary may be paid $4,000 a year, plus 
$1,200 for quarters and cost of living allowance. An English girl 
doing the same type of work would receive the normal salary in Paris 
for a good secretary of $1,500 a vear plus a cost of living allowance of 
about $600 because her home is in London and she is living in Paris. 
This would give her a total of $2,100. On the other hand, a French 
national, living in Paris, would receive only the $1,500 salary with no 
allowance for cost of living or quarters. This situation lends itself 
to adverse publicity because the French employees of SRE tend to 
think of themselves as third-class employees receiving third-class pay. 

\s of June 1, 1952, 227 non-United States citizens employed at 
SRE in Paris received quarters allowances. The total number of 
aliens employed as of June 30, 1952, was 709. Thus, approximately 
32 percent are receiving quarters allowances. 

In the course of our Inquiry SRE was examined as a clearinghouse 
for mission problems and policies. From the operational point of 
view, the activities of SRE are very largely duplications. As an 
illustration, the SRE Information Bureau works with the information 
officers of the country missions and with the Embassy. The opera- 
tion seems to be almost a matter of a number of people writing each 
other memoranda and “taking in each other’s laundry.”’ This causes 





FOREIGN-AID PROGRAM IN EUROPI 23 


a three way duplication. The Embassy in each country carries an 
information program, MSA conducts a program, and SRE coaches, 
advises, and supervises the country mission information program but 
has no control over the Embassy program 

Again, in the productivity program SRE maintains a large staff 
which supervises the country missions in their efforts to increase 
productivity, screens their proposed activities and then sends the 
requests on to Washington for review, approval, or amendment. This 
is another example of too many cooks spoiling the broth. Certainly 
the results of this system have been confusion, frustration, inefliciency, 
and waste. 

It is my considered opinion, in the light of my inquiry into the 
operations of MISA, that SRE should be stripped of all supervisory 
and coordinating functions as between the country missions and 
Washington where the final decisions are really made. This Is essen- 
tial to the establishment of an efficient, simple, and straight-line 
organization that can be operated at minimum cost. The functions 
of the special representative in Europe should be limited to acting as 
representative to NATO and the contact point with OEEC and other 
international bodies having relationships with the mutual security 
program. 


35516—53——4 








OFFSHORE PROCUREMENT 


Offshore procurement is the purchase of military equipment to be 
manufactured in European countries for delivery to the NATO coun- 
tries, Turkey, and Greece. ‘The original reasoning for this method of 
procurement was that it would lessen the inflationary pressures on 
American industry, give dollar aid to European countries, and increase 
the capability of European countries to build an armaments industry. 
From the very beginning it was realized that European armament 
manufacturers would not be able to compete with American manufac- 
turers, and the procurement regulations therefore provided that MSA 
might pay up to 107 percent of the American price for military equip- 
ment purchased in Europe. Further investigation and attempts to 
purchase made it apparent that little or no equipment could be bought 
under the 107 percent limitation and this was amended to allow the 
purchase of such equipment up to 117 percent of the American price. 

There is no provision in the Mutual Security Act of 1952 for limiting 
the amount of MSA military aid appropriations that could be spent on 
offshore procurement. Theoretically, the Director of Mutual Se- 
curity in agreement with the Secretary of State and the Secretary of 
Defense can spend the entire amount of the MSA military budget for 
offshore purchases. 

For the purchase of offshore equipment, the Secretary of Defense 
acts as agent for the Director of Mutual Security. Determination 
as to what military items can be purchased and in which countries 
they can be purchased has become an incredibly complicated opera- 
tion. While final procurement decisions rest with the Secretary of 
Defense, MSA/Washington, its country missions and SRE in Paris 
are heavily involved. Washington, SRE, and each mission has a 
division which makes so-called economic capability studies, recom- 
mending to the Secretary of Defense, after having agreed among 
themselves, where various types of equipment and munitions can best 
be purchased. The Department of Defense maintains in each country 
a mille ary group called MAAG (Military Assistance Advisory Group), 
which duplicates the work of the country missions in assessing the 
economic capabilities and industrial facilities of its respective country 
to manufacture the items required. Each country has what is called 
a country team consisting of the Ambassador, the Chief of the MSA 
Mission, and the Chief of MAAG, who also decide what the particular 

country can produce and plead its case for allotment of orders. The 

Secretary of Defense finally chooses a list of items which the evidence 
indicates can be purchased in Europe advantageously, always con- 
sidering the 117 percent price ceiling. oo procurement centers 
are maintained with individual offices: the Army in Frankfort, the 
Air Corps in Weisbaden, and the Navy in Folkstone. Each of these 
centralized offices has procurement officers in every country in Europe 
who in turn act as agents for their central offices. 

MSA set aside in fiscal year 1952 $1,200 million for offshore pur- 
chases. The Seer tary of Defense issued procurement directives for 
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$674,264 969 and was able to oblicate SOH380,030,019 In fiseal vear 
1953, MSA set aside $1,500 million and as of April 17, 1953, the 
Secretary of Defense had issued procurement directives for $943,- 
105,922 and had been able to obligate only $203 609,804 It is evident 
from these figures that, even purchasing at the rate of 117 percent, it 
has been impossible to spend the vast amount of money which MSA 


has set aside for offshore procurement. ‘This has led to great unhappi- 
ness in the participating countries because they have all been led to 
belheve that there is a vreat reservoir o offshore 1 litary procurement 


of 
funds and that they have not been able to get their fair share of the 
orders. 
The complexity of off-shore procurement becomes apparent when 


an attempt is made to find out just how much of these funds has been 


obligated and spent Immediately Om MY arrival 1th Paris, | a ked 
SRE for a breakdown of these figures. The first figures submitted 
proved to be inaccurate, and the Deputy for Defense Affairs at SRE 
referred me to the Office of the Army at Frankfort \fter considerable 


difficulty I obtained a set of figures from that Office which I regard as 
accurate 

There is considerable conflict between the simpl procurement ob- 
jectives of Defense and MSA’s efforts to bolster the economies of, and 
to extend dollar aid to, the individual countries Only recently an 
invitation to bid for certain ammunition was offered to industrialists 
in the various countries of Europe, and the low bidder was unquestion- 
ably a British manufacturer. For tactical reasons, MSA wanted to 
place this order in Italy, and eventually made an arrangement with 
an Italian industrialist to take the order because, even though he 
could not do it at the contract price, he was subsidized by the Italian 
Government for the differential. In the end the United States paid 
for this higher price, because while the Italian Government subsidized 
the manufacturer, we in turn subsidized the Italian Government 
This transaction with the Italian industrialist is known to every manu- 
facturer in Western Europe and has resulted in a great deal of ill will. 
Quite naturally, industrialists do not like to submit tenders and, 
having made the lowest bid, have the order taken away froni them 
and given to someone else because that becomes politically expedient. 








PRODUCTIVITY AND TECHNICAL ASSISTANCE PROGRAM 


This is one of the most complicated and extensive programs in 
MSA. The details of its origin, responsibilities and operations are 
more fully set forth in a memorandum prepared by Mr. Roger W. 
Thompson, of the General Accounting Office and a member of this 
staff, under date of Apcil 17, 1953, and attached hereto as exhibit K. 

It is sufficient to state as a part of this report that the objectives 
of the productivity and technical assistance program are so broad and 
are based upon so many unrealistic assumptions that the wisdom of 
continuing it along present lines may be seriously doubted. 

The reasons for this conclusion may be simply stated: 

(1) The productivity phases of the program cover research, plant 
planning, improved factory methods, installation of mass production 
equipment and machinery, management-labor relationships, American 
trade union techniques, changes in legislation, government operations, 
and the policies of trade associations and labor unions, as well as broad 
informational and educational efforts aimed at the general public. 
These activities are predicated upon a belief that it is possible within 
a reasonable period of time to convert European governments, 
management, labor and the consuming public to the American 
concept of industrial production involving large output, low unit 
costs, high wages, increased markets, free competition and collective 
bargaining between management and labor. There is no real basis 
for a belief that these objectives are susceptible of attainment within 
the predictable future, or that the effort should be undertaken by the 
United States Government at public expense. Actually, all the 
evidence indicates that, until the people of Europe—government, 
management, labor and the consuming public alike—change their 
fundamental habits of thinking, money spent in an effort to convert 
them to the American point of view is money wasted, 

The task of remaking a civilization in its economic and industrial 
aspects is a task that requires generations. In Europe we are dealing 
with cultures that have evolved through the centuries. These 
countries have existed for a lone time, and each has developed its 
own industrial and social patterns. It would be as difficult for the 
United States to change those patterns as it would be for the French 
to induce Americans to drink wine with every meal, spend 2' hours 
at lunch, or use a fork with the left hand. We would probably be 
no more successful in teaching the French to change the pace of their 
work habits than they would be in converting a group of average 
American painters into Picassos, Braques or Rouaults. 

The vast mechanization and labor-saving devices that are indigen- 
ous to American industry are the results of high labor costs. An 
American industrialist will invest $50,000 in a machine if it saves the 
work of 5 men who earn $4,000 a year because within 2 years the 
American industrialist will have his investment returned to him. 
It would take the French industrialist, hiring the same labor at $1,200 
a vear, almost 7 years to get his money back. Furthermore, American 
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industry is based upon broad domestic markets. These markets do 
not exist in most of Kurope, and it will require several generations 
and a vast revolution in the sociological and political attitudes of 
Europeans before truly wide markets are made possible 

Technical assistance, as such, breaks down into the type A 
teams, composed of management, labor, trainees and students who 
are sent to the United States, and the type PB teams, made up of 
American technicians who are sent to Europe to impart their special- 
ized know-how. While in individual cases some good is undoubtedly 
accomplished by these visits, it may be doubted whether the results 
have any significant impact upon the ee economies we seek 
to improve. After 3 years of experience, it does not appear » at the 
productivity program has effected any aoe change in the attitude 
and methods of European industry and labor. 

Too often the technicians sent from the United States are arrogant, 
domineering, and contemptuous of the Europeans. ‘This defeats the 
purpose of the program and engenders ill will instead of creating good 
public relations. It certainly does not contribute to the effectiveness 
of the project. On the other hand, most of the type A teams coming 
to the United States are necessarily operated upon suc _ a tight sched- 
ule that they degenerate into a species of industrial ‘“‘Cook’s tours,” 
during which all that the members of the team can carry away are 
some very general impressions. There is an exception to this in the 
case of the labor teams, which are thoroughly briefed on labor prac- 
tices and organization in the United States by United States labor 
leaders. Whether this is wholly desirable is a question that remains 
unsettled, since the successful application of American labor tech- 
niques and organization in most of the European countries is by no 
means certain. 

(3) Assuming that all of the techniques of the productivity and 
technical assistance division are desirable and capable of realization, 
the fact remains that the program, in its administration, is in the 
hands of a group of men in SRE who are almost totally without the 
knowledge and experience necessary to carry out such a program. 
Most of them are publicity, public relations and advertising men. 
The director of the division in SRE is a public administration officer 
whose entire experience has been within Government. Only one 
member of the division staff has ever earned more than $10,000 a year 
outside of Government. The majority of the staff are now earning, 
on an average, some 40 percent more than they cid 2 years ago. 

Some odd sidelights are revealed in the staffing pattern of the 
division. For example, it includes a labor psychiatrist and psychol- 
ogist. His exact functions are somewhat vague. Since the effec- 
tiveness of any program, whether in Government or business, 1s 
dependent upon the quality of its administration, it may be pertinent 
to consider the job descriptions and personal biographies of the 13 
senior people of the productivity and technical assistance program. 
The list follows: 

- rett H. Bellows—Director, PTAD, FSR 
Program administration.—Provides general leadership within 
siglehe of the MSA program to assist the countries to improve their 
industrial productivity, including 
(a) Strengthening and improving the efficiency of production 
and distribution, with the objectives of (1) direct support of 
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elense producto! 2) improving the stake of the average man 
western democracy, and (3) combating communism; 
Sharing of the benefits of increased production among 
ory owners, Management, laborers and consumers. 
/ ( ment and Coo natiol Participates with MSA/W 


velopment of VISA produ IVIty and TA poliey : within SRE, 
mates in the coordination of PTAD policies with those of other 


divisions } 
| ( fural producti \s requ sted hy thre ood and \ori- 
culture Division, provides TA services and facilities for the agricultural 
tion assistance program 
1. Country programs Provides policy lead rship in the develop- 
of focused country productivity and TA programs, pursuant to 
a) the overall Mutual Security Program and (5) to the major defense 
aie ntial civilian requirements of the participating countries, 
Direct a lance to countries.—F rom the staff of specialists within 
PTAD and on request of the participating countries, provides advice 
ard as tance on industi il, labor, distribution, and marketing alfairs 
and related public administration 
6. National and international representation Within Europe, pro- 
vides Mutual Security representation to appropriate national and 
international organizations and conferences on productivity and TA 
rs, both public and private 
7 Prainina Provides courses for Kuropean leaders and training 
wecialists i the latest and best American ways of increasing pro- 
CuUuctuiv ity through management tramime, labor productivity training 
and supervisory training program 
Q [thli-ation of Huropear enstitutions In cooperation with the 


missions and OEKEC, develops policies for the effective participation 
ot oul ersities, technical schools, management and professional 
associations, free trade unions, and other organizations interested in 
promoting higher productivity and better living standards. 

9. Public information.—Cooperates with the Information Division 
in the formulation and administration of a program to assure public 
understanding of productivity and technical assistance 

10. Followup.—Assures the existence of an active followup system 
nN each country for the purposes of (a) nereasing the incentives for 
participants to make practical use of their new information and ()) 
finding and correcting weaknesses within the program. 

11. Operat ng policy In cooperation with PTAD W, deve lops 
operating policies and related procedures to facilitate efficient admin- 
istration of the program in Europe. 


Unclassihed 


EverRETT H. BELLOW DIRECTOR 

| } 4 } VS | 

Came to MSA fro State Department, May 17, 1948, on reimbursable-loat 

60 day SS. 1790.50 

| 97, 1948: Tra rred to MSA 

\ ist 24 iG4 Trai forr ito SRI Paris deputy OX itive assistant to the 

! | representative, FSR—-2. $10.000 

Sept ber 2. 1950: Transferred to MSA Washington, Office of Deputy Admin- | 


re eC] ‘ tant to Deputy Administrator, $11,400 
October 11, 1950: Transferred to Office of the Administrator, special assistant, 





FOREIGN-AID PROGRAM IN EUROPE 29 


September 4, 1951: Transferred t Dit LO! f Produ { and T 
Assistance Division, same salary 

August 22, 1952, effective June 30, 1952: Transferred to SRE/Paris, Dir ; 
Productivity and Technical Assistat Divis , FSR $13,200. 
Backqround and previo pe 

Born July Fo. 1913 Te led (}T 

Iducation: George Wa ( Universit Wa D. ¢ 1 in y 
vear day school, 6 vears nigt A. B. and M. A. deg 

August 1931—February 193( Peoples Drug & \\ I). 
to drug clerk, $1,000 to 81.500 

February 1936—Januar 1937: Veterans \ 
$1,260. 

January 1937—November 1941: Federal S« rit \ve] ( r wm 
assistant, $3,200 

November 1941—May 19438: Office for EKmerger \lanagement, pe 
officer, $4,600 

Mav 1943—August 1946: Federal Securit \gel Chief, Recruitment a 
Placement Division, $6,144 

June 1943—Januar 1946: On military leave fro FSA, Na uusbursil and 
supply officer, lieutenant (junior grade 

August 1946-June 1948: State Depart: it, Office S e, ¢ 


tive officer, $8,179 
June 1948: came to MISA Wa hingtor 


Mar Gluck—Assistant Director (Onerations) PTAD. FSR 
Same job description as Everett H. Bellows, Director. 


y 7 ae 


Max Guiuck, Assistant DrrecTOR (OPERATIONS 


Experience th MSA 

August 3, 1949: Came wit MSA as technical-assistance specialist, French 
Mission, FSS—5, $6,120. 

November 10, 1949: Transferred to Austrian mission, administrative officer, 
FSS-2, $8,430. 

October 15. 1950: Transferred to SRE/Paris 
Media Section, FSS—1, $9,150 Information and 

December 17, 1951: Reassigned as executive off aa 

July 1952: Reassigned as Assistant Director, PTAD, FSI] 





Backaqro ind and pret ous experience 

Rorn: &« ptember 19, 1905, Wilmington, Del 

Education: University of Delaware, 1927, A. B. degree, majored in education, 

June 1928—-May 1929: Conde Nast Press, proofreader, $35 to $45 

June 1929-October 1930: New Yorker magazine, copy checker and proofreader 
$35 to $45 

1930-32 Temple Universit 

February 1932—March 1937: Montefiore Cemetery Co., general manager, 
$30 to S50. 

April 1937—June 1942: Landin Associates, designers and printers of advertising 
executive assistant to owner $40 per week to $7,500 per year. Resigned to 
study Brazilian and Portugues 

November 1942—March 1947: Office of Price Adi tration, Division of 
Information, approximately $6,000 Developed trade-association and trade- 
press contacts and was then made Chief of Washington outplacement operatior 
The ageney was terminated 

Mareh 1947—March 1948: Cooperative for American Remittances to Europe 
(CARE), London, The Hague, and Par $9,500 per annum, including living 


allowance. Quote from duties 








v Laboratories, free-lance technical writer 


‘My first assignment was to set up the CARE Br I ission in London 
The duties inelu 1] { ( ee pac engaging 
personnel; establi facto for somethi over 
a thousand di ( isles; arrat g 
with the several ts 1 d for the advan- 
tages guaranteed } M rv of Foo Che 
basie operation i | is transferred The 
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Hague for the specific purpose of arranging a series of events to signalize 
the presence in the Netherlands of the executive director of CARE. These 
neluded his decoration with the Order of the House of Orange, Nassau, a 
luncheon in his honor attended by some 30 members of the Duteh Govern- 
ing citizens of The Hague; a public distribution of CARE 
1 i Ministers of Foreign and Social Affairs 
he President of the Netherlands Red Cross, the mavor of The Hague, et 








Cc. 

I planned similar events in Brussels—a decoration, an audience with Prince 
Charles, an interview with Mr. Spaak I was then transferred to the French 
ml n in Paris, where I remained for 7 months as Assistant Chief of the 
missio My express duty at the beginning was to reorganize the mission 
to reduce the costs of operation, sinee at the then current dollar-frane eCX- 
change the overhead was excessive for a nonprofit organization. My addi- 
tional funetions were to administer the detail, of the offices handle public 
relations, and serve as liaison with the Ministry of National Economy as 
ell as with the CARE delivery agent for Franee This latter involved the 


arrangements of details of distribution as well as the contract relationships.” 
March 1948—-August 1949: Unemployed until he came with MSA/France 


Ray M. Hudson Deputy Director, PTAD, FSR 2 
Same job description as Everett H. Bellows, Director. 


l nclassified 
Ray M. Hupson, Deputy Director 


Erperience with MSA 

September 30, 1952: Came with MSA as Deputy Director, PTAD, SRE/Paris, 
FSR-2, $11,130 
Backaqround and previous ¢ rparvence 

Born: October 20, 1887, North Dakota 

Edueation: Syracuse University, 1908, Mechanical Engineer degree 

January 1918—-April 1919: Emergeney Fleet Corporation, United States 
Shipping Board, $3,000 to $5.C00 Duties were analyzing bills of materials and 
translating into purchasing requirements 

April 19-January 1922: Caterpillar Tractor Co., $5,000—-85,800. Duties were 
supervision over methods and personnel department; labor-management com- 
mittee; methods of planning and scheduling shop work; also idle machine time 
and use of best-known methods of increasing output 

January 1922—January 1930: National Bureau of Standards, Assistant Director, 
$4,500 to $7,000. His duties were promotion of simplification and standardi- 
zation as aids to greater production 

January 19380—September 30, 1952: All New England Council, an organization 
for the economic development of New England (except from March 1943—January 
1945, see below*), $8,500 to $10,000. His duties were planning and executing 
programs for the economic development of New England as a region, He was 
retired for age at 65, October 20, 1952. 

*March 1943—January 1945: War Production Board, Deputy Director, $8,000 
to 59,600 His duties were expediting war production. 


Unclassified 


Paut A, JENKINS, SPECIAL ASSISTANT, BusINESS ADVISER (DISTRIBUTION) 


Ex perience with MSA 

August 30, 1948: MSA/Greece, Special Assistant to Chief, Greek Mission, 
FSI —2, $10,000. 

May 29, 1949: Transferred to Food and Agriculture Division, Director, FSR-1 
$12,000 

June 30, 1950: Transferred as Deputy Chief, Greek Mission, same grade and 
salary. 

May 5, 1952: Transferred to SP? E/Paris, PTAD, as distribution specialist on 
the F usiness Analvsis ~taff, $13,600 

Julv 8, 1952: Title changed to Special Adviser on Distribution, rate of pay, 
$14,000. 
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Hach } / ind rel mu 

Bort Februa 28, 1897, St. I ll, wv 

Edueation: Amherst College, 1917 

Army: 1917 to February 1919, private t t Field Art 
1919-April 1923, various editorial jobs 

April 1923-February 1932: Utility Securities Co.. ( 


ing manager, $75 per week to $6,000 


Mav 1932—December 1932: Bonner Trex & ( 
vice president, $75 per weel 

December 1932—June 1933: Unemployed 

June 1933-—March 1936: Peoples Gas, Light & Coke ¢ Gi Sad ot eK 
manager, $350 per montt 

Mareh 1936—June 1942: Self-emploved i idvert ‘ sh iiecgeit dea ce 
earnings 

June 1942-September 1942: Johnson Motor ( Waul tl struseent 
assembler,’’ $52 to $70 per we ’ 

september 1942—Se pte mber 1945 War Prod ict B d OC ; variowl 
positions from regional field director to de tv regional director, Chit $4,600 
to $9,800 

October 1945—April 1948: Chicago Technical Societic ( nei executive 
secretary This was a federation of 53 technical societ - $10,400 the first vear 
and $8,200 the second 

May 1948—August 30, 1948: Self-emploved as consultant in sales management 
and sales promotion until he came with MSA No statement a 1 CAI ngs 

i f 


Dr. EUGENE W. Scort, SpecraL ASSISTANT, PROMOTION AND USE OF SCIENTIFIC 
RESEARCH 


Experience with MSA 


October 27, 1952: SRE/PTAD, applied research program officer, FSR-2 


Bael ound and pre OUS eX PE 
Born: February 7, 1907, Arrowsmith, III 


Kdueation: University of Illinois, 1928, Bachelor of Science degree; Cornell 
| niversity 1931 Doctor of Philosophy aegret 

September 1928—July 1931: Cornell University, research assistant, $500 to 
$600 per vear. 

September 1931—December 1933: William S. Merrill Co., Cineinnati, Ohio, 


research chemist, 42,700 

January 1934—-December 1942: University of Cincinnati, research instructor, 
$2,400 to $4,320 

December 1942—January 1944: United States Public Health Service, chief gas 
officer, $3,000 

January 1944—November 1946: National Defense Research Committee, OSRD, 
deputy executive officer; chemical warfare research, $6,500 to $8,475 

November 1946 October 1952: Research and Development Board. Deputy 


Director, Program Division: chief consultant on chemical research to executive 
ecretary, $8,478 to $11,800 
Unclassified 
Dr. Joun L. Butuer, Spectat ASSISTANT, INDUSTRIAL PSYCHIATRIST AND 


PSYCHOLOGIST 
Expe tence with MSA 


August 25, 1952: SRE/Paris, PTAD, industrial psychiatrist, FSS—1, $9,950 
sickgqround anc previous experience 
Back l 1} I 

Born: November 5, 1920, Acequia, Idaho 

Education: University of Idaho, 1942, bachelor of science (Ed.) degree Johns 
Hopkins « chool of Medicine, 1946; doctor of medicine Washington, D. ¢ School 
of Psychiatry, eptember 1947—June 1948; evening schoo 


April 1946—June 1947: Bt Kelizabet] Hospi al, Washingtor rotating intern, 
S1.S00. 
Julv 1947—-November 1948: United States Nava Hospita fethesda, Md., 


psychiatric resident, 83.600 to S4.S00 


39516—53 D 
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November 1948—June 1950: United States Naval Base, Norfolk, Va., psy- 
st, $4,800 to $5,500 

June 1950-August 1950: University of Idaho, psychology department, visiting 
protessor, $3,000 

September 1950-52: New York State School of Industrial and Labor Relations 
as psychiatric fellow, $4,000 to $5,000. Duties included field studies of industrial 
organizational structure and management training in practice of human relations, 


hiatr 
nla 


Unclassified 
E. ErNest GouLpsTEIN, SPECIAL ASSISTANT, RESTRICTIVE BusINESS PRACTICES 


Experience with VMSA 
October 27, 1952: SRE/Paris, PTAD, business analvst, tax, FSS-2, $9,230 


January 18, 1953: Trade specialist, restrictive practices, FSS—1, $9,950. 


Ba ground and previous experience 


Born: October 9, 1918, Pittsburgh, Pa 

Education: Amherst College, 1939, bachelor of arts degree (cum laude 
majored in economics and political science University of Chicago, 1940-42 
Georgetown University, Washington, D. C., 1946-47, graduated 1947 with 
Da it ia legree, 

1938-41: Summer employment, various jobs, $7 to $75 per week. 

August 1942 to December 1942: Army Security Agency, ecryptanalyst, CAF—4, 
December 1942 to February 1946: Army Security Agency, cryptanalyst, private 
t I ter sergeant 

March—-May 1946: Arn Security Agency, ervptanalyst, $3,640. 


Mav 1946—October 1947: Unemploved 

October 1947—October 1949 Department of Justice, Office of Alien Property, 
attorneyv-examiner, $3,357.20—$4,479.60 

October 1949—January 1951: War Clain Commission, attorney, $5,232 
6.400 : 

January 1951—-Mavyv 1951: United States Senate, Special Senate Committee, 
a tant counsel, Senate Crime Committee, $7,500. 

May 1951—October 1952 F House of Repres¢ ntatives, congressional com- 
nittee, chief counsel, House Judiciary Committee, $10,800—-$11,600. Duties 
included supervision and direction of legislative and investigative inquiries, 
studies, hearings, and reports primarily in the field of antitrust law, monopoly 


questions affecting both our domestie economy and our foreign policy, and similar 

proble 

Robert Bender, Acting Chief, Management and Engineering Services 
Branch, FSR-2 

1. General program.—Develops a broad program for surveying 
representative plants (combined management, engineering, marketing, 
and human-relations surveys) in major European industries, with the 
objective of laying the basis for later intensive projects for improving 
production of entire industries 

2. Demonstration plants.-From among representative plants, par- 
ticipates with the missions in the selection of “pilot’’ or ‘‘demonstra- 
tion’’ plants in which improved management, engineering, marketing, 
and training systems are installed. 

3. Mass impact program.—With the missions and productivity 
centers, develops programs for general acceptance of demonstration- 
plant improvements throughout the affected industry. 

t. l’se of American specialists.—Lays the groundwork for extensive 
use of American engineers, Management specialists, both in demon- 
stration plants and elsewhere, whenever such use will result in sub- 
stantial increase in productivity. 

5. Observation of American practice s. Assists the missions in deter- 
mining the need for sending European managers and engineers to 
America for study of American industrial methods. 
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6. Standardization and cost accounting.—Stimulates the use of sim- 
plified cost accounting and standardization techniques as a means 
of reducing unit costs, eliminating uneconomic varieties of products 
and increasing output of low-cost, high-quality items 
a Productivity tools. Develops plans and procedures for the pro- 
curement and use of American small tools and equipment where 
small capital outlay will yield large increases in production 

8. Development of local institutions —With the missions, stimulates 
and assists in the development of European institutions, societies, or 
firms devoted to the improvement of management 


Rospert BenpverR, ActTING Cuter, MANAGEMENT AN GINEERIN(¢ 
SERVICES BRANCH 

Ex perience with MSA 

December 16, 1951: SRE/Paris, consultant to Industry Division, $40 per day 
when actively employed 

February 21, 1952: Transferred, Chief, Industry Braneh, Product 
FSR-2, $11,130 

August 22, 1952: Transferred, Chief, Management, Distribution, and | 
gine ering me rvice s Branc] ° PT AD, Same era Le and Sé 





Bacl 7To und and previo er perience 

Born: June 17, 1895, Hungen, Hessen, Germany His form 57 shows that he 
is a citizen or owes allegiance to the United States 

Education: Technical college in Hanover, Germany 1921-23. studied 


engineerin 
January 1927—January 1941: Associated industrial consultants, International 


Bedaux, New York, Lor , Amsterda consulting mat ement engineers. 
District manager in charge of operations Quote from form 57 

“employed as a junior engineer, handling time a lies, labor 

costs analyses, ete ransferred as senior engineer to Europe; anpointed 

chief engineer, December 1927 tistrie manager, 1930 Responsible for 


organizing, training 





and supervising native engineering staffs in the conduct 





of surveys in industrial enterprises for the purpose of developing and 


purpose ¢ a ping and imple 
menting programs relating to the practical application of scientific manage- 
ment principles to various industri¢ n central and southeastern Europe 
His work covered a number of manufacturing companies, totaling about 
100 plants and ranging from 200 to 16,000 employees His principal duties 
included selection and training of engineering staff: survevs of industrial 


plants to appraise existing conditions and determine areas of possible improve- 
nent and possible economies; collaboration with leading banks, controlling 
a high percentage of native industry on problems pertaining to production, 
economy of operation, labor, Wages expansion of facilities, ete.’’ 
$7,200 to between $15,000 and $18,000 
January—April 1942: Hillyer & Lovan, Jacksonville, Fla., accountant, $85 per 
week. 
October 19 
son City, N 
from form 57: 





{ 


October 1945: Remington Rand, Ine., propeller division, John- 


9 
Y., assistant to general manager and director of planning Quote 


“Ingaged to organize administrative control of materials, manpower 


machine tools, and equipment for production of propellers 


Responsible for 
development of organizational structure, assignment of functior tt 


methods and procedures for procurement of equipment, tools, supplies, and 
raw materials, manufacture, and assembly of parts and shipment of finished 
product In full charge of contract negotiation planning a 1 schedulir gc. 
receiving and shipping, ete Also speci: 


v ul assignment i aaMIInNIstrative co- 
ordinator to inerease plant efficieney, improve cost controls, et 


$9,000-$15,000 


October 1945-October 1948: Remington Rand, Ine., exeeu offices, Nor- 
walk, Conn., assistant to vice president in charge of manufacturins (uote fror 
Form 57: 

“The seope of his activities included the survey of organizational strueture 


at plant level, manufacturing facilities, equipment, methods, material and 
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r ind cost reduction, and thi 
{ } | ( O put t ve to effect 
ma i f ecomplishni were preparatilo 

. ‘ of f ( responsil ‘ elin 
1 ( ria ( ron I LnIZA mm ot he pro- 
( n ¢ ( \¢ arti establishment tf Hudgetarv co I ol 
ead expenst of pla per ( Sa resu 
( | ( ! ( I ( { 50 r ss than a 
ul ol pre i i factur ictho and putting Improve- 
! 1 effec ( ea { pr 1uection in ¢ department alo ) 
28 pert ind reduc crap and rework, in some cast is high as 40 
er¢ t ( »} ‘ ( re wd J ¢ re for nv ( ( \ pro- 
I ( P< uteria i l} preparit col ( lor 
on ¢ e establishmel ( branch factorte n forelg countrh ( eril 
‘ yrrne required, ¢ fy ‘ porn ind too el ! ed ¢ of 
( ete 
S12. 000- 813.200 
() ) LO48- Dec her 16, 1951: Carney & Co.. N« Ye N. ¥ Manager nt 
( 1 (uote ro I 4 | 
H \ responsible the analy develop t, and exe ( 
ent engineer prograt n diversified dustrial organizations 
ng a tl r primar Ot es iImpro\ nent of overa opera col 
! reduetion of ¢ sa crea 1 produc ! Che worl va ver 
! ir to that performed f Rand He was directly responsible 
fi ind in full charge of others, the following projects i) Navy 
Depart ent, Burea f Aeronauties lustrial planning survey of ma 
facturing facilities of Pratt & Whitney, Hartford, for the production of jet 
A 1 reeciprocatit engines 4 Ordnane Department, Watervliet \rsenal 
to promote work simp hicatior method tT Improveme t, and work star - 
ard ind Gene Headquarters, SCAP, Tokyo, Japan, proposal o1 
mmagement trai g pr ra Japanes lustries.’ 


S12 O000-S15,.000 


Albe rt V7. Prosterman Ch ey. Distribution Branch, FSS l 


y 


1. Special marketing and distribution projects —Through the mis- 
SIONS, develops extensive programs (dad) to streamline and reduce the 
costs of the present distribution and marketing structure of Western 
Kurope; and (6) to keep the expansion of home markets abreast of 


production increases. 


ALBERT M. ProsTeRMAN, CHIEF, DISTRIBUTION BRANCH 


Experience with MSA 





September 2, 1952: SRE/Paris, PTAD, marketing specialist, FSS $10,250: 
Bacl ground and previous expe Na 

Born: January 28, 1917, ¢ [1] 

Edueation: Univer ol 1938, bachelor of arts degree, majored in 
‘ omit graduate wor n economies at New York University, George Was! 


and Americar 
ober 1938—June 1941: Jackson Ha 





sales manager 





O., assistant 
and market analvst, $520(?)—-S82,300 Duties required participation in establis! 
ing company policy on procurement of raw materials and sales promotion; market 
research: compiling cost data, ete 
Januar 1941—August 1941: National Bond & Investment Co.. statistician 
$1,800. Duties were detailed market studies of business conditions in different 
localities and areas of the United State 
August 1941—December 1941: Office of Lend-Lease Administration, Statistic 
Division, statistical clerk, $1,440—-81,620 kstablished procedures for recording 
ind presenting data as to transfer of materials 
December 1941—August 1944: OPA, Food Rationing Division, Beverage 
neh, branch economist, $2,000-S4,480 Duties were to direct economie and 
tical research pertaining to the supply, distribution, and necessity for ration- 





offee, tea, cocoa, and spice 
Nugust 1944-October 1945: FSA, Office of Food Programs, senior requireme: 


officer, $4,480-85,180 Established and maintained liaison and served as con 
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sultant to representatives of all foreig ries Ww! were cla ants for United 


States food supplie 


October 1945 Novernbe LU4¢ D a ( r | i) 
Office of International Trade, ¢ Sugar, Tobacco, ropical Products See a 

June 1948—January 1951: $5,1S0—-S88,800:; directed activities of analvsts and 
licensing officers in ecarrving out functions of seetion ¥ regard to international 
marketin and distril ( 4 por contro trad Informa progra and 
international trad agreements work on various commoditie 

January 195l—September 1952: Department of Commerce, Chief Internal 
Supply Branch, $8,800—-$10,000, responsible for planning and administration of 
point 4 and MSA technical assistance activities along marketing ar oe 1tio 
lines, which work was delegated to Commerce by agreement with MSA : CCA 
Served as Chief for an MSA-Commerce marketing Ch Ne und 
and France. Transferred to MSA. 


Bor is Scherback ( hi Y f, Labo Produc 4 ity Bran ich. I SIR 2 
1. Labor productivity policy —In cooperation with MSA/W and the 


Labor Division/SRE, assists unions in developing plans for increasing 
the participation of free labor unions in national productivity improve- 
ment prograns, including participation, through higher wages, in the 
benefits. 

2. Program activities —In cooperation with the missions, including 
the labor advisor, if the mission has one, develops the labor content of 
St 1 produc tion assistance activities. 

3. Engineering and technical departments.—Assists unions in improv- 
ing or : ectalialine engineering and technical departments 

4, Labor producti ity train ing. Assists European international and 
national unions on the use of productivity and technical programs and 
materials in their training courses; assists these organizations on means 
of including productivity matters in the activities of their educational 
departments; obtains the assistance of American labor productivity 
specialists in this work. 

5. Collective bargaining in productivity matters.—Provides technical 
advice and assistance on specific phases of collective bargaining 
negotaiations with reference to productivity. 

6. Demonstration plants.—Assures appropriate labor participation 
in industry productivity surveys and demonstration plant projects. 

ve OREC ach “MILES Provides U nited states labor representation 
in the OEEC on belie and social questions dealing with productivity. 

S. Conferences and seminars. Initiates, Seed <a in, and assists 

labor conferences and seminars on — UN 

9, Technical assistance. Furnishe s gene ral dir ection in labor aspet ts 
of technical assistance, including (@) projects to bring leading American 
labor officials to Europe to participate in the program; (6) labor 
participation in European prod ictivity teams; (c) European labor TA 
teams; (d) OEEC teams involving labor; and (¢) the administration 
of a distribution center for labor materials and prod ictivity. 


Boris SCHERBACK, Cuter, LABOR PRopuctivity BRANCH 


Expe “ence with VSA 

October 25, 1950: MSA/Washington, assistant labor adviser, Technical Assis 
tance Division, $7,600. 

May 31, 1951: Transferred to SRE/Paris, Chief, Productivity Section, Labor 
Division, FSS—1, $9,150. 

January 6, 1952: promoted to Deputy Director. Productivity Division (sic 
Labor Division, FSR—2, $11,130 

June 11, 1952: Transferred to PTAD as Chief, Labor Productivity Branch, 
same grade and salary. 
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Born: February 6, 1923, New York, N. Y. 

Education: Polytechnic Institute, Brooklyn, 1943, B. Se. E., majored in civil 
engineering and industrial economics 

December 1943-July 1945: General Motors Corp., Eastern Aircraft Division, 
industrial engineer, $200-240 per mont Developed production processes for 
assembly of aircraft, time studies, ete 

July 1945-December 1945: Paragon Plastics Co., New York. Production 
manager, $55 per week. Set up and supervised production; designed all jigs, 
fixtures, and machines used in production 

February 1946—July 1946: Renavene Research Laboratories, New York. 
Industrial engineering consultants, industrial engineer, $3,700—54,200 Developed 
training programs | »b analvse =, and lavout. 


July 1946-November 1946: Revlon Products Corp., New York, assistant 
personnel manager, $3,500—$4,500. 

November 1946-October 5, 1950: Textile Workers Union of America, Atlanta. 
Industrial engineer, $75 per week to $7,000 per year. Quoted duties, handle and 


advise local unions and administrators on problems involving time study, job 
evaluation, changed work assignments and rates of pay, new production processes 
and machines Responsible primarily for developing the argument and supporting 
the Union’s position on these issues. Work involved negotiation of contracts, 
presenting arbitration cases, negotiations of grievances, training and gathering 


information to assist in the handling of these problems. 


Donald B. MaePhail Ch Ve f. Industrial Training and Technical Aids 
Branch, FSR-2 

1. Industrial training —With and through the missions, national 
productivity centers, and the OEEC, (a) develops a general program 
by which American industrial training skills and knowledge are 
made widely available to European industry—including management 
training, supervisory and employee training, industrial psychology 
and human relations; (b) provides United States support in the de- 
velopment of a European productivity training center; (¢) provides 
MSA/SRE coordination for the European management program of 
the National Management Council 

2. Higher education.—With the participation of American edu- 
cators, assists European universities and technical schools to intro- 
duce materials on productivity improvement practice into their 
curricula, including (in cooperation with the Labor Productivity 
Branch) material on the social, economic, and labor relations phases 
of productivity 

3. Technical aids.—In cooperation with the missions, develops an 
effective program for the use of American technical materials for 
increasing productivity, including (a) applied testing and research 
equipment, (6) United States technical and_ scientific literature, 
(c) technical digests, (d) United States factory performance (pro- 
ductivity data) reports, (e) technical inquiries to United States by 
mail, (f) analysis in United States of European products, and (g) special 
reports on United States industrial experience. 

1. Audio-visual aids. —In cooperation with the OEEC, (a) provides 
a basic resource of technical United States and European films on 
industrial and agricultural production, (6) provides a film reference 
service for the SRE, OEEC, the missions, national productivity 
centers, and other organizations engaged in increasing production, 
(c) actively stimulates the adoption and utilization of technical 
visual aid techniques throughout European industry. 
5. Exhibits and information.—Develops a general exhibits policy 
for the Mutual Security production program; serves as liaison with 
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the Information Division on the development and administration of 
the productivity information program. 


Une ass fie d 


DonaLp B. MacPuati, Curer, INDUSTRIAL TRAINING AND TECHNICAL 
Arps BraNncu 
Experience with MSA 

December 29, 1951: SRE/Paris, special assistant, Productivity Division, 
FSR-2, $12,200. 

July 16, 1952: Transferred, Chief, Industrial Training and Technical Aids 
Branch, Productivity) Division, same grade and salary 
Background ar d previous experrence 

Born: July 21, 1910, Los Angeles, Calif 

Education: Dartmouth College, 1932, bachelor of arts, majored in Englis! 

September 1932—July 1934: Boston Evening American, $1,500—-$2,000, route 
supervisor, circulation department. 

October 1934—May 1938: Manchester Union Leader, $1,250—$2,500, news re- 
porter and feature writer. 

May 1938—October 1938: Traveled in Europe. 

October 1938—June 1941: Wm. J. Wrigley, Jr. Co., $2,000-$5,000, assistant 
consumer sales manager. 

June 1941—October 1941: Office of Secretary of War, Bureau of Public Relations, 
senior information specialist, $4,600. 

October 1941—February 1942: Office of Emergency Management, Division of 
Information, Chief, Materials Preparations Unit, $4,600. 

February 1942—January 1944: Office of Price Administration, campaign 
manager, price control and price information specialist; later, Director of Field 
Operations, Department of Information, $4,600-$7,175 

January 1944—January 1946: United States Navy, lieutenant, United States 
Naval Reserve, job analyst; analyzed shipboard layout and location of firepower 
and other equipment. 

January 1946—-December 1951 Sureau of the Budget, assistant to Director, 
Management Improvement Branch; Director of Information; Chief, Legislative 
Liaison and Program Branch. 

The only duties which might be applicable to present position were as Director 
of Information, March 1947—March 1949. His form 57 contains the following 
description: 

“Planned, developed, and carried out Bureau’s information program, 
maintaining contact with press, radio, and other mass media. Acted as 
liaison between Bureau and White House on all matters relating to release 
of Bureau work through White House. Drafted, edited, or prepared Presi- 
dential messages, Bureau statements and reports, speeches for Director, the 
President’s budget messages, midyear review of the budget, ete. Responsible 
for planning a production of all Bureau graphics including Presidential 
report book, The Budget in Operation, charts and visuals.” 

Murray H. Marker—Tar and Government trade policy analyst, FSR-2 
(business analysis staff) 

In cooperation with other interested divisions of SRE, the OEEC 
and the country missions, the business analysis staff performs the 
following functions: 

1. Business analysis.—Develops busmess policy guides that can be 
utilized in increasing productivity in the industries most important 
to the objectives of the Mutual Security Program. 

2. Encouragement of free enterprise —Within the field of produc- 
tivity, initiates plans for (a) increasing the participation of free enter- 
prise in developing the resources of European countries and (6) 
reducing the restrictive influence of monopolistic practice. 

3. Banking and investment policy.—Develops (a) recommendations 
on productivity investment policy, and (6) operating techniques to 
encourage expanded use of European savings and capital funds to 
finance productivity programs and the sharing of productivity benefits. 
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t. Legal restrictions and controls.—Formulates plans for eliminating 


Oo au } ct of laws and decrees which restrict the possibili- 
I tan expanding mommy 
A Taratic and Government fiscal and. excise poli / Develops 


recommendations for changes mm taxation and other fiscal polic les 
which would result in productivity increases. 
J 


assified 


Murray H. Marker, TAX AND GOVERNMENT TRADE Poticy ANALYST 


I VMSA 

October 27, 1952: SRE/Paris, PTAD, Tax and Government trade policy 
i lvst, FSR-2, $11,130 

Bor February 26, 1906. New York, N. Y. 

Kdueation: C. C. N. Y., 1926, B. 8S. S. degree, Columbia Law School, 1929, 
t ici Ol ¢ I 


a , Q9 ar 
eptember 1929—Ja 


$2. 000—84,500 


iarv 1935, Barron, Rice & Rockmore, New York, attorney, 


January 1935—-November 1939: Self-emploved as attorney; no income given 
November 1939-November 1940: FSA, associate attorney, $3,200 
November 1940—-November 1941 FSA. attorney, $3,800 


December 1941—Julv 31, 1942: FSA, senior attorney, $4,600 

Ther is no current form 57 in his official personnel folder However, form 
MSA-1, Investigation Data Request, shows the following information 

1942-43: Board of Economie Warfare, legal adviser 

1943-44: United States Purchasing Commission, Brazil, General Counsel 

44-45: Foreign Economie Administration, Assistant Executive Director 

1945-47: Commerce Department, Offic of International Trad Assistant 
D Direetor 

1947-49: Self-emploved, foreign trade consultant 


1949-52: International Ruhr Authority, Chief, Trade Practices Division. 
Allan Hugh Smith—Chief, OF EC branch, FSR-2 

| ORKC Pp Oa luctivity polic ies and plans. a Provides official 
United States productivity representation in OEEC; (6) conducts 
negotiations with officials of OFEC and delegations of participating 
countries; (¢) In cooperation with other divisions of SRE, formulates 
{ ted: States position on proposed OEEC productivity improvement 
activities; (7) on behalf of SRE, arranges for all necessary United 
States technical, professional and financial contributions to approved 
productivity programs, 

2 UI'nited States participation a) Coordinates and gives policy 
direction to the efforts of United States e xperts partic ipating in OEE C 
productivity working parties and committees; (6) gives special atten- 
tion to the practical utilization of OREC productivity studies and 
project activities. 

». Country mission Liaison Keeps the country missions and 
MSA/Washington currently informed on OEEC productivity matters 
affecting them; (6) confers with country mission personnel, where 
required, on OEEC productivity matters 


1. OREC technical assistance activities. a Represents SRE in the 
simplified session of the Committee on Productivity and Applied 
Research; (5) assures representation on other OEEC committees 
when specific technical assistance projects are considered, 

5. OREC project approval.—(a) After necessary country mission 


and SRE divisional clearances, approves for SRE appropriate OKEC 
technical assistance projects for United States financing and other 
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support; (b screens applications and biographical data and makes 
necessary visa, travel and other necessary administrative arrange- 
ments including establishment of appropriate procedures, for these 
projects. 


Une lassifue a 


ALLAN Huau Smita, Curer, OKEC Branca 


Ex pe rience with MSA 


June 24, 1949: Came with MSA, attorney in Office of General Counsel, 
SRE/Paris, FSS—3, $7,580 

March 19, 1950: Promoted to FSS—2, $8,430 

July 6, 1952: Transferred to PTAD, FSR—2, $11,130 
Background and previous experience 

Born: September 20, 1917, Baker, Oreg 

Education: Santa Clara University, California, 1939, Ph. B.; majored in 
philosophy. Harvard Law School 1942, LL.B 

June 1941—September 1941, Sullivan & Cromwell, New York, law clerk, $100 
per month 

August 1942—October 1945, War Production Board, Legal Division, lawyer, 
$2,000—-$6,300. Ageney dissolved 

May-—September 1946: Civilian Production Administration, Legal Division 
lawyer, $7,200. 

September 1946—June 1949: University of Oregon, professor of law, $3,600 
$4,750. During the time that he was a professor at the University of Oregon, he 
was consultant to the Office of Housing Expediter from October 1946 to April 1947; 
the Munitions Board, Defense Department from April to September 1948; and to 
MSA from June to September 1948 (sic) at a per diem of $35 


In furtherance of the Benton-Moody amendments to the Mutual 
Security Act, $100 million is made available to the participating 
countries under titles I and II out of the overall appropriations subject 
to oe conditions: 

) The counterpart shall be used in the form of loans or grants 
ee carry out the purposes of section 516 of the Mutual See urity 
Act designed to increase productivity through private enterprise 
and a more equitable distribution of benefits among management, 
labor and the consuming public. 

(2) Each country participating in the plan shall be required to 
execute a bilateral agreement with MSA committing itself to the 
principles of the program. 

The nature of the program is necessarily so broad as to open the 
door to a wide range of activities, many of which invite the interven 
tion of MSA personnel in political, social and economic problems of 
the respective countries that are not readily solved 

Although the appropriated funds have been available since July 1, 
1952 under the Benton-Moody amendments, only five countries to 
date have accepted the plan and executed bilateral agreements 
obligating an aggregate of only $29 million out of the $100 million 
made available. 

In France, the general antagonism toward the plan has been so great 
that no country agreement has yet been signed. 

The practicality of the entire Benton-Mood) program, which falls 
within the administrative control of the Productivity and Technical 
Assistance Division, might be seriously questioned. 
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INFORMATION SERVICES 


The Information Services in SRE and the couatry missions engage 
in a wide field of propaganda and public relations. Their activities 
include films, radio, photographs, presentations, editorials, and re- 
search. The subject matter covered includes communism, NATO, 
industrial management, desirable labor union methods, labor-manage- 
ment relations, the American way of life, the Schuman plan, produc- 
tivity, MSA accomplishments, offshore procurement, agricultural 
visual aids, refugees from behind the Iron Curtain and many other 
topics. In fact there are few subjects related in any way to the MSA 
objectives which fail to produce some effort on the part of the Infor- 
mation Offices to influence various sectors of European public opinion. 
The quality of the work done varies a great deal. Some of the output 
is useful and appropriate. Much of it is not adapted to the European 
scene and may fairly be said to represent more zeal than judgment. 

The Labor Information Adviser in SRE is paid more than the 
Director of the Information Service to whom he is administratively 
responsible. Much of the work done by the Information Service of 
MSA appears to duplicate the work of the Information Offices in the 
various Embassies. The coordination and control exercised by SRE 
over the Information Services in the country missions only serves to 
widen the area of duplication which by now has become triplication. 

It seems clear that all of the necessary information activities of the 
United States in Europe should be combined and centralized ia one 
place. The proper place would appear to be the Embassy. The 
Information Services of MSA should be abolished and their functions 
merged with those of State Department. 

A full discussion of the MSA Information Service is contained in a 
report prepared by Mr. Leo Nulty, a member of the staff which accom- 
panied me to Paris, under date of April 20, 1953. A copy of this 
report is attached hereto as exhibit L. 
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LISBON-TYPE AID 


Lisbon-type aid takes its name from an agreement entered into 
between Dean Acheson, Secretary of State, and Robert Schuman, 
Premier of France, at a meeting of NATO at Lisbon, Portugal, in 
February 1952. This agreement has come to be known as the Lisbon 
Agreement. 

In February 1952, the NATO countries, represented by their 
prime ministers and subdeputies, met in Lisbon to examine the steps 
which the various countries had taken and the military budgets which 
they had promulgated to carry themselves to meet their commit- 
ments and promises for military buildup. At this meeting, France, 
which had agreed to a military budget of some 1,400 billion franes 
(roughly $4 billion), threatened to cut its budget by $200 million 
unless immediate aid in that sum was advanced by the United States. 
We had represented to the French that there would be available for 
both economic and military aid some $500 million. $200 million had 
already been advanced for economic aid, and the balance of $300 
million, which was to be spent in offshore procurement, infrastructure 
and other United States military expenses in France, was not coming 
along as fast as the French insisted it should. They insisted that 
their financial position was so precarious that unless we gave them 
additional budget support, they would cut their military budget and 
reduce specifically that part of it which concerned itself with the 
NATO buildup. 

In the face of this situation, secretary Acheson decided that some 
way must be found to give France additional budget support. He 
finally agreed with the French that if thev received an additional 
$200 million of aid they would meet their 1,400-billion-frane military 


budget. Secretary Acheson apparently did not wish to go to Congress 


for an additional $200 million. He could not release this amount to 
the French directly out of MSA economic aid funds; and, accordingly, 
after discussions with secretary Lovett and the French authorities, 
the following method was devised: 

We agreed with the French Government that we would support 
their military budget to the extent of $200 million, which they would 
use to pay for equipment they had already ordered. Both Defense 
and State Departments were concerned with legitimatizing this trans- 
action, and therefore, called it ‘‘offshore procurement,” although it 
met none of the requirements imposed upon offshore procurement. 
This understanding was reached on an intergovernmental level and 
reduced to the form of a written agreement which could well be con- 
strued as a treaty requiring Senate ratification. 

The mechanics provided by the agreement are as follows: 

The French Government tells us the cost of certain military items 
for which it has contracted. On delivery, the French Government 
presents us with a bill but not the contractor’s bill. The equipment in 
question, which is generally part of a larger amount of the same type 
of equipment, is then technically delivered to the United States after a 

$1 
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cursory inspection by us for quantity and then immediately rede- 
livered to the French Government 

The questions raised here are most important because MSA is, at 
thre present time, finalizing an agreement to extend $207 500,000 of 
fiscal vear 1953 MSA funds to the French Government on the same 
basis 

\ttached hereto is exhibit M, copies of the contract between Mr. 
Acheson and Mr. Schuman dated February 23, 1952, the finalized 
version of the same contract dated May 13, 1952, and an undated 
copy of the contract now being negotiated by Ambassador Dillon and 
French Foreign secretary Bidault 

It is my understanding that the European Division of GAO has 
conducted an extensive investigation of the Lisbon transaction and 
has forwarded to Washington a report on Lisbon Aid. In essence, 
the report takes the position that this is clearly not offshore procure- 
ment and that it is impossible to audit the purchases covered by the 
Lisbon Aid. 

This is a dangerous precedent, and unless the practice is discontinued 
large sums of money may be given to foreign governments for the 
purchase of military equipment without benefit of our procurement 
laws and post-audit. 


EXHIBITS 





EXHIBIT A 

To: Mr. Hillman 
From: Roger W. Thompson 
Date: April 1, 1953 
Subject: End-use checks of French counterpart funds 

The following paragraphs set forth my reasons for coming to the conclusion 
that it is impossible for this committee to make test-and-use checks of the projects 
financed by counterpart funds: 
Ge re ral 

In accordance with the provisions of the bilateral agreement between the 


Governments of the United States and France, at the time the latter is notified 
of dollar-aid expenditures it is required to deposit in a special account an equivalent 


amount of French franes. Ten percent of the amount deposited is transferred 
to the account of the United States Government for its local curreney Prior 
to the effective date of the Mutual Security Act of 1952, June 20, 1952, the 
amount so transferred was 5 percent.) The balance of the funds remains the 


property of the country and is programed and expended, after approval by 
MSA/Washington and the National Advisory Council, Washington, for the 
improvement of its economy and defense. 
Procedures Programing 

Karly in the year, the French Government submits to the MSA Mission to 
France a list of projects in its investment program which it proposes to finance 
with counterpart funds. The monetary amount of the program is based on the 
total number of franes expected to be generated by dollar aid during the current 


year The above-mentioned list covers only broad sectors of the economy, 
such as electricity, military, housing, railways, agriculture, ete.; no detailed 
projects are shown. The mission reviews the program and, if it approves, for- 


wards it, with recommendations, for approval as described in the above paragraph 
When approval is received, the French Government is notified 


Procedures Withdrawals 
As counterpart funds accumulate and are needed for disbursements on projects, 


the French Government periodically makes requests to the French Mission for 
authorization to withdraw funds When the funds are released, they are com- 
mingled with Government budgetary funds and used to reimburse the French 
Government for the various projects under the broad sectors deseribed in the 
above paragraph From time to time the Government submits to the mission a 
list of specifie projects to which counterpart has been attributed 





Conclusion 


In my opinion, from the time counterpart is released and commingled with 
budgetary funds, all effective control by MSA is lost Most, if not all, approved 
projects are financed with both counterpart and a much greater amount of other 
funds: it is therefore impossible to determine what segment of a project Was 





financed with counterpart. The list of specifie projects to which counterpart is 
“attributed”’ is, I believe, meaningless; should an end-use examination disclose 
that counterpart funds had been “attributed”’ to a project wt ich was of a tv pe 
not approved by MSA (say, a gambling casino under the reconstruction sector 

the Government would be notified and a transfer would be made, by a bookkeeping 
entry, to a project which would be acceptable. The only effective end-use exan 

ination, in my opinion, would be one of an entire sector, such as electricity, which 


would not be possible. 
The only exception to the above conclusion is in a few instances where agree- 
ments stipulate that the Government will put up a certain amount of budget 


funds before the mission will agree to release counterpart funds. In these eases 
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extensi' ; j ng is re iired by t eontroller’s division of the mission to 


ascertain that budget funds were invested in accordance with the agreement 


For MeKinsev & Co.’s report (referred to below) the following statement 


is made: “But such a program [checking end-use of specifie items.—KEd.] is 
completely meaningle and ineffective when the only objective is to use counter- 
part funds to increase the overall budgetary support of certain functions.” 


In a communication to the Controller, Office of Economie Affairs, SRE, the 
Controller of the French Mission stated: ‘‘No attempt has been made or is proposed 
made to conduct end-use cheeks [of counterpart attributed to military 
expenditures Kd.] since the impractieability of such action is readily apparent.” 

\ report by the European Branch of the General Accounting Office, which is at 
present in draft form, reaches the same conclusion 


Government contro over co terpart relea 


In a memorandum to the Controller, OKA, SRE (referred to below), the 
Controller of the French Mission stated that in his opinion, based on a limited 
study, the control procedures being followed by French banking institutions 
equate and that controls exercised by the various French Government 
agencies in disseminating counterpart are adequate and effective 

The Controller of the French Mission informed me that a contemplated contin- 
uation of their review of Government controls might require a restatement, 
qualification, or refinement of the above-mentioned opinion based upon the con- 
ditions disclosed as investigations are made. 


Other communications relating to counterpart funds 


Reports and other communications which [I have examined inelude the following: 

1. General Accounting Office report, dated April 1952, entitled ‘Mutual 
Security Program—Report on European Survey.” 

2. Report of McKinsey & Co., management consultants, 60 East 42d Street, 
New York, N. Y., dated May 29, 1952, entitled “Improving Financial 
Control Practices in European Offices of MSA.” 

3. Memorandum to Controller, Office of Eeonomiec Affairs, SRE, from the 
Controller, Special Mission to France, dated July 2, 1952, on the subject 
of Government and banking institutions control procedures relating to 
90-95 percent counterpart funds Chis memorandum refers by dates 
to a number of other memoranda relating to control procedures 

1. General Accounting Office, European Branch report, tentatively entitled 
“MSA Mission France Counterpart Funds.”’ As stated above, this 
report is presently in draft form 

rhe first two reports listed above relate to the overall MSA program in Europe 
as well as to counterpart funds 
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lo be exe ted by American SRE—MSA ( 
ly ‘ 
1. Emplovee: Ci und rD A d- 
ministrative Offies 
2. Administrative Officers: Obtain a completed ed agree- 
from every A »fTic ( i 1 . 
mit to the SRE Payroll Sectio 
y 1 
Employee - 
Print ‘ ( 
l As a participant the irl\ ive d ur 1 , e that 
a. I will at no time utilize illegal cha ‘ local currenci 
b. I will, (to the maximut ( el DOSSIDIL pro cd local curren- 
cl through the MSA agent eashiers. ineludi currencies for use duri 
trave official and persona ! ther MSA count 
2. | further authorize that, eff tive Immedalat ‘ 
lo}lar per bi-wee pav period, of \ 
base salary, be paid in frane | ree that to make a change int 1uthoriza- 
tion I will give written notice to the Pavroll See an te davs before 
the requested effective dat If it possible ) vu I a re ul 
france salary payment Oo brief I reaso 
+ 
*Authe tic ho be f i : f ‘ 
qu t payr ( nee I \ \ ‘ ( 
LocaL CurRRENCY CHECK CASHIN‘ AGREEMENT 
* (To be executed by American State and Defense pers« issigned to SRI 
Inst d 0 
k:mplovee Complete f1lgn, and give oO Di oO! 
Administrative Officer 
2. Administrative Officer: Obtain a completed signed agree- 
ment from every American in your office or division, and 
transmit to the SRE Payroll Sectior 
BINDIOVOS . cnscu 5 cca : -- 
Print or typ on I 
As a participant in the drive to save dollars I hereby rere il 
1. I will at no time utilize illegal channels to obtain local currencies 
2. Since it is not possible for me to obtain partial salar ivments 
r other dollar instruments for 


I will participate bv cashing perso! al checks or 
luding irrencies for use in traveling in 


my local currency requirements, i g cu 
MSA countries whether on official or personal busines through MSA 


cashiers 


agent 
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EXHIBIT K 

Memorandum 
To: Mr. Alex L. Hillman 

From: Roger W. Thompson 

Date: April 17, 1953 

Subject: Report on Survey of Productivity and Technical Assistance 

Division, SRE 
At your request I have made a general survey of the operations of the Produc- 

tivity and Technical Assistance Division, SRE (hereafter referred to as PTAD). 


In structions to PTAD from USA Washington as to goals and Ope rations 

| Technical assistance The MSA policy for the technical-assistance program 
was set forth in a section of the Manual of Operations dated April 6, 1949. The 
nstructions have been amended by other directives from time to time but the 
rincipal responsibilities and procedures remain the same. They cover both 
vpe A projects (dollar costs of visits by foreign experts and delegations to the 
United States), and type B projects (dollar costs of visits of United States experts 
lelegations to participating countries siriefly, both type A and type B 
projects are initiated by the government of participating countries lhe request 
for the project is appraised by the country mission to determine the value and 
effectiveness of the project; ul the mission believes the project to be necessarv and 
desirable, it transmits the project to SRE and MSA/W with recommendations 
Final approval is given by MSA/W 

2) Productivity The MSA policy for the productivity program was set forth 
in an airgram from Washington, TOREP A—1584, dated June 5, 1951, subject 
‘ECA Production Assistance Drive.” The objectives and scope of the program 
were stated to be to develop the defenses of the country against aggression, sup- 
port the essentials of the civilian economy for the present, and to lay the foundation 
for a substantial improvement in the standard of living in the future he scope 
of the program must be expanded to cover not only technological improvements 
but also business practices and labor practices related to distribution of the 


benefits of high productivity The program will be aimed not just at produc- 
tivity improvement, but at shared-out productivity improvement, with equitable 
shares of the results accruing to owners, labor and consumers. Projects should 


be carried out, wherever possible, in such a way that the resulting wage rates in the 
particular plant involved will be significantly higher than the standard for the 
industry, and the price for the product will be significantly lower than the prevail- 
ing price on competitive products 

Che program and policies were stated to involve operations of four major types: 


1) Intensive demonstration operations in selective plants; (2) the rendering of 
requested technical services on the less comprehensive bases to a larger number of 
enterprises 3) efforts to secure desirable changes in legislation, Government 


operations, and in the policies of such private groups as trade associations and 
labor unions affecting productivity; and (4) broad informational and educational 
efforts aimed at the general public and wide management, labor, and industrial 
The instruction al o stated that the basic eleme nts to be utilized In carrving 
‘am are: (1) A production assistance and productivity improvement 
as ; (2) a production assistance agency; (3) a production assistance fund; 
t) an ECA production assistance staff and expert pool; (5) the ECA labor staff 
6) the ECA technical-assistance program, and (7) the ECA information program. 
Under the heading ‘‘Intensive Operations,” the instruction stated that for a 








limited number of especially cooperative and strategic plants in each countr., the 
KC A mission or the productivity ageney should undertake full-dress productivity 
improvement programs. The plants involved should cover a wide range of 
military and essential civilian goods, and industries, including raw materials 
production and distribution enterprises. Plants should be selected on the basis 





hnical feasibility of substantial improvement in productivity without 
excessive capital investment; (b) quality of the management and its willingness to 


joi an attack on low productivity; (¢) character of the plant labor union and 
labor-management relations; and (d) the type of product produced by the plant 
Che instruction stated further that as a first step agreement should be reached 
| ECA, the country government, and labor and management groups in the 
ountry that a specific major program of production assistance and productivity 
provement will be undertaken The agreement should cover the scope, ob 


ives, organization, and financing of the program. 
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The instruction also discusses the necessity for cooperation with the Labor 
Division, the role of technical assistance in the program and the role of the informa- 
tion program. 

This instruction was studied in OSR and comments and suggestions made by 
interested divisions in a paper dated June 15, 1951, and in a memorandum from 
the Director of the Labor Division to the Deputy Special Representative in 
Europe dated June 13, 1951. 

I am informed that from time to time the instructions discussed above have 
been amended and clarified, but in general, from discussions with the top staff of 
PTAD, the principles and goals remain the same. 


Instructions re operations from PTAD/SRE to the mission 

I am informed by PTAD that there are no general or overriding instructions 
from PTAD/SRE to the missions and that each problem is taken up individually 
with the particular participating country y 

However, a general instruction was sent by SRE to all MSA missions dated 
June 23, 1952, subject ‘Technical Assistance and Technical Services for European 
Military Production.’ This airgram was issued to clarify the missions’ authority 
and responsibility for aiding and promoting European-financed production of 
military end items and components and to clarify the division of responsibility 
between Defense and MSA. _ It also sets forth a summary of procedures in connec- 
tion with requests for technical aid 

SRE also distributed to all missions an instruction ds 








‘d November 25, 1952, 
giving a checklist of basie principles in conneetion with the production assistance 





drive (Benton-Moody amendments This instruction covered the procedures 
to be followed in entering into agreements with participating countries which 
would entitle them to dollar aid under the Benton-Moody amendments. It also 
contained suggestions for entering into agreements with individual enterprises. 
It was pointed out that this instruction is a guide rather than one that must be 
followed to the letter. 

I feel I should comment briefly on one of its provisior : paragraph 7 of section 
C, page 5, entitled ‘Undertakings To Be Made by Recipients of Loans and/or 
Intensive Technical Assistance,’’ which states that individual firms will be eligible 
for loans for intensive technical assistance only where such enterprises agree in 


writing: (1) That their use be developed and implemented in cooperation with the 


workers in the enterprise and representatives of the free trade unions; (2) to 
share the benefits of such productivity program with workers in the form of higher 
wages and with consumers in the form of lower prices; (3) to reflect the increased 
productivity resulting from the productivity program in increased goods produced 
and marketed; (4) the productivity program should not result in reduetion of 
employment or reduction of wages of individual workers; and (5) not to enter 
into any agreements with competitors or others inconsistent with carrying out 
the foregoing. 

An airgram from SRE/TPAD, November 29, 1952, to all MSA missions, subject 
“TA Counterpart Policy (for Europe),’’ sets forth the rules governing the policy 
on the deposit of counterpart for technical-assistance activities and in general 
deals with the subject as to when waiver of counterpart deposits is permissible 
or is not permissible. I do not believe that further details are pertinent to this 
report. 

Another statement of the objectives of the productivity program is contained 
in a briefing book entitled ‘Productivity Data,’ prepared by Mr. Everett H 
Bellows. The statement is as follows: ‘“‘There aré several ways of describing che 
objectives of the productivity program, but the most precise way of stating it is 
that it is a program to reverse the restrictionist pattern of thought and of aetion 
in the European business and labor communities, with the purpose of reestablish- 
ing both the concept and the practice of an expanding economy.” 


Accomplishments 


(1) Technical assistance The number of A teams from European countries 
to the United States from December 1948 to December 1952 was 1,251; and the 
number of visitors to the United States, through March 1953, was 10,726. I was 
informed by Mr. Daniel R. Cloutier, fiscal analyst of the Operations Branch, 
PTAD, that although fiscal records for dollar costs incurred for type A teams 
are kept in Washington, a rough estimate of the average costs is $1,850 per 
participant, resulting in an approximate total dollar cost of $19,843,100 At 
the conclusion of each visit the team is required to submit to MSA a report on 
its opinion of the value of the visit and the accomplishments which the visit is 
expected to attain. 
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i I , ( ‘ | ( ecountri tron 

} ( } I 5 Lv 251 I l 53 are Lil 

| The nur rs f i I ‘ | S VI Cloutier also 

1d 1 ( hat a rou est [ iver ( t p individual was $7,000 

vear 1952, and $8,200 1953 | i i iverage figure of 

$7 ) ld 3 i ( I hould be 

( ( | \ ' only the dollar 

( Da ( { l I 1 CAl ¢ reney, not counter- 

PTAD aff 1 nber lo 1 me i re i! ybtained from both visits 

| ed Scate und exper col ibroad have bee extremely valuable 

\I ial Securit e ra a igl is impossible to measure results 

ree of accurac' ro 1 own observation and information | 

i ( ed from other I be e that some of the experts from the United 

State re harmful to the progr: ie to their arrogant approach, assumption 

that a Kuropeans were tupid, and insistence on t applicat on of United States 

1 wl her ave been valuabl n really assisting the increase in 

produc lividual pla 

Che Produetivity and Technical Cooperation Division of the United Kingdom 

has re p hed a report « projec technical assistance and 

rs development Che report ( les both A and B teams It is well 

prepared and extremely interest but te oluminous to quote many examples. 

f tepresentat of { ed Kk | I foundry lustry 

! American iron fo arv } ) and teet jue As a re f the re- 

I £15 illion wa pent on re ipment and moder ition nereases were 

Oo mechar atiol nar I ( lpn ind char [ layou researeh 

a ution formed to assist industry members to improve techniques and planning 
1a estat hed for tra t 1 ecla 

2 Pi ! Agreements in accordance with the provisions of the Moodv- 

umendments for the use of 90 percent counterpart funds generated by 

lv dollars have bec igned by the U1 1 Kingdo Denmark, Norway, the 

\ erland and Germany Copies of the agreements are not available at 

PTAD/SRE, but I examined the British white paper submitted to Parliament by 

Mir. Eide February 25, 19538, regarding the use of counterpart generated by dol ar 

aid under the Benton-Moodv amendment The 90 percent counterpart fund 

be paid into a special account; a portion of the fund is to be used for none 

repavable, one-time grants for advisor servic expansion of research promotion 

of studies and publicity he balance is to be used for loans for the purpose of 

increasing productivity Repay! ents of loar and interest thereon are to be 

repaid into this special account It thus becomes a revolving fund as required by 

the Benton-Moody amendment The files on agreements with the other four 

countries contain drafts of proposed agreements which are generally similar and 

all qualify as revolving funds Che drafts of proposed agreements indicate that 

an attempt is being made to include in the agreements provisions contained in 

tl ‘checklist of basie principles”? requiring that increases in productivity be 

hared | management, labor, and customers It is expected that an agreement 


vith Italy will be signed by May 1 I was further advised that it is hoped agree- 
ments will be signed with Austria, France, Belgium, Turkey, and Greece during 
May 1953 Moody funds are not available to Yugoslavia, Portugal, and prob- 





i) me il i 

here are national productiyity organizations, generally called productivity 
centers, in the Netherlands, Belgium, Germany, Austria, Italy, France, Denmark, 
and the United ingdom These are organizations staffed by residents of the 





participating co and generally include representatives of government labor, 
and industry They work with the advice and assistance of the PTAD’s in the 
vario missions I was also advised that in participating countries where the 


1 


ers are weak, the Moody agreements will specify that they must 


be stre thened 

I Industrial Training and Technical Aids Branch makes a number of services 
availah] t} PTA aT These include United Stat factor rform: - 
availabie to the program nese mcrude nited States factory performance 
data which provides United Stat factory-performance studies to European 
industri a question-and-answer service, which provides answers based on 

ted States research and technical libraries to European questions on industrial 
techniques and labor and commercial practice when such questions cannot be 
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adequately commented upon in Europe; technical digest of United States publi- 
cations which provides a monthly publication prepared for MSA by the Office of 
Technical Services, Department of Commerce; United States studies in simplifi- 


United States factory experience in industries and plants that are comparable to 
European industries and plants; technical literature service which provides for 
the purchase and supply to European countries of books and neriodicals that can 
only be purchased in dollar markets; United States-applied research, testing and 
development equipment which provides for the purchase and European delivery 


of testing and development equipment that is sold only in dollar areas, if its use 


eation, standardization, and specialization. which also provides studies that give 
| | at gl 


will assist industrial productivity; product analysis service which provides for the 
analysis of an European product by United States manufacturers, engineers, an 
laboratories and acquaints European manufacturers with American methods 
product design and improvement to reduce manufacturing costs and improve the 
serviceability of their product 

In discussion with PTAD/SRE staff members, I was given verbally various 


examples of productivity increases in plant I will give only one example whicl 
was told me by the Director of the Division: A shoe factory in southern Frar ce, 
through adopting improved productivity methods, was able to more than double 
its production, increase wages, and sell its product for 1,000 franes less than its 
competitors. 

The productivity center of the Netherlands has recently published a bulletin 
called Follow-Up which shows results of improved productivity. It is an extremely 
interesting publication 


Dollar and locai-currene j obligat ons 


The following table shows the cumulative dollar and local curreney obligations 


(dollar equivalents) for the period from July 1, 1952, through March 31, 1953: 


SR M 
Dollar $ l $ {x2 $ 4. 502 
Dollar equ lent y52, 42¢ 8 657 2 | x3 
Grand tota 1. 690, 037 ) 8 


Pe rsonne l 


The following table shows the total number of Americans 
in PTAD/SRE and the missions, together with their annual sal: 








Location Employees Salaries 
SRE, Americans 104 $880, 852. 00 
Missions, Americans 120 864, 449. 00 
Total Americans 224 745, 301. 00 
SRE, locals 72 1 169, 894. 48 
Missions, locals anit 28 158, 363. 16 
Total, locals pied 157 328, 257. 64 
Grand total i 38 2, 073, 558. 64 


1 Dollar equivalent of local currency. 
? Approximate. 


The Assistant Director of PTAD advised me that by July 1, 1953, the total 
Americans employed in SRE and the missions paid out of program funds will be 
135, of which roughly 50 will be in SRE. It is planned thereafter to transfer 
some of the SRE emplovees to missions. An additional 8 positions in SKI 
will be paid out of administrative funds. It is also planned by July 1, 1953, to 
reduce the local employees in SRE from 72 to 62, of which about 50 are employed 
in visual aids as translators, etc. 








64 FOREIGN-AID PROGRAM IN 1} 





SUROPE 





I i the ¢ ( e PTAD staff, the following consultants are 
S| 
1] e! Nor ( ere banking and finance, $45 per d 
Li B cla ary cKa S50 per day 
\I ) ‘ cia ( S50 per day 
) 1) a f« rie SOO per day 
\\ Ciali n marketing, $40 per day 
Co) I I ( in labor, $50 per day 
i 
tt. Car ( c $50 per day 
Lehr ral if ( CC] [/S, $50 per day 
( a ( e SLO pe liem 
a cover 1 osition descriptions and the back- 
( ull PI} AD/SRI Although position 
‘ ’ , ) Direetor were not furnished me, 
I y We licats Ir ac Ss and res ties. 
| H. Be s, Dire 
R: I. Hud Deputy Direct 
\I Glue \ t Direc Oper: 
A Jenkit 1 ‘| ser (Distribution). 
Dr. 1 ene W.S ecial a ant, pron nand use of scientifie research, 
Dr. Je L. Butler cial a i trial psychiatrist and psychologist. 
| | (54 ( PCIA wit. ? ri ve bD ness practices. 
| | ler, Ae ( \Iar en and | cering Services Branch. 
\ \L. Prost an, ¢ 1) ib Branch. 
B herback, ¢ Labor Productivity Branel 
Donald B. MacPhail, Chief, Industrial Tra and Technical Aids Branc 
\I av H. Marker, tax and trade policy analyst. 
Allan H h Sm ( f, OF EC Brane 

I ha cus i the operats of the D ( h Mr. Be ws, Mr. H idson, 
Mr. Gluek, Mr. Smith, Mr. Scherbac and Mr. MacPhail, as well as several 
i! iduals at the worki evel 
Pr fer of PTAD to OFE( 

Phere as bet serious consideration given to the transfer of the PTAD to 
Ok be hich has included cables from Ambassador Draper to Mr. Stassen and 
} re] From conversations with the staff members of PTAD, I find that the 
q at present comy ely unresolved, although probably at least a part 
f the funetions will be transferred. 





IX HIBIT 


Mr Alex J 


Hillman. 


From: Leo ¢ Nulty 
Dat April 20, 1953 
S eC MISA Information Service. 

In accordance with vour instructions, an investigation and survey of the Infor- 
mation Service of MSA has been conducted, and the purpose of this memo- 
randun acquaint you with the operations of this organization and to submit 

ich recommendations as appear logical For purposes of clarity, this mem- 
randum is being set up according to the following outline: 

\. Purpose and objectives 

B. Justification 

C. Structural organization and method of operation 

DD. Personnel 

ky. Expenditures 

I (Contracts 

G. Proposed budget, fiscal year 1954 


Observations and recommendations 
According th following is submitted: 





iv, the 
A. PURPOSE AND OBJECTIVES 
According to a directive, dated July 9, 1952, to the heads of all functional 
and uff offices in the Office of the United States Special Representative in 
rope, the principal objectives of the MSA program are set forth. In part B, 
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under the heading “‘Collateral objectives,” t aims of e Information Servi¢ 
are set forth as follows 

a \ssisting, where appropriate, the USII United State Information and 
Edueation) and country tear n the econduet of format propaganda 
activitie 1ri¢ ding pu ( i forma ( I vjor Ur ed es 
political, economic, a I obj. es a Western Europe 

b) Assisting country teams ippropriate he e { format 
programs to deal w cal } ( I f ( | { e | 
Kit on he con O53 ( ( ma | , lis 
poll Ca l taonlil Fra Ce ) I el ( i 
tioning of ¢ sic ( he | ~ Ix 
and othe co { ! ul rene or ¢ I ( ner 
United State CLOG I ( DA ( I I } 1 ( as the ¢ = 
Warlare allegatior ts he Koie affa ete 

Pro ng rma a ( o free Europe ( < 

! Eeneoura levelopm« ot forma i wa la a es of 
NATO 

I he Ir ictions Manual of SRI St} il Repr ( Europe the 
f owing 1 ruct ror e Office of | i i f 

I. GENERAI 

The Director of the Office of Information is responsible to the Special Repre- 

sentative and the Deputy Specisl Representative for g SRE and MSA 


missions on information policy and for carrying out the SRE information program 
for the purpose of gaining European support for the Mutual Security Program 








rhe office works jointly with infor tir personnel of the Departments of State 
and Defense to coordinate combined efforts in support of the United States foreign 
policy in Europe The Labor Information Director functions as a pert of the 





office of the Director of Information, andashares with the Director in the s iper- 
vision of the overall program 


Il. ORGANIZATION 


The Office of Information is divided into two Divisions, each headed by a 
Director: the Labor Information Division and the Operations Division. In 
addition, there is a program officer and a press relations officer 


III. FUNCTIONS 
(a) Labor Informat on Division 

The work of this Division is as follows: 

1. Plans and supervises the conduct of a special program of information through- 
out the areas under SRE supervision in closest conjuncti with the Director of 
Information, thus caleuleted to win and hold the understanding and support of 
United States foreign policy by the workers of the p»rticipating cour tries 

2. Advises SRE and MSA missions on policy and programs affecting labor 
information, represents SRE in reletions with labor thet have an informational 
aspect, and carries out for SRE labor-information portions of the specialized 








activities outlined in the covering act 
3. Coordinates with the Director of Information in the conduct of the overall 
information program and with other United States and international groups 


concerned with the Mutual Security Program 
(b) Operations Division 


This Division has six branches: Research Brench, Editorial Branch, Photo 
Branch, Redio Branch, Films Branch, and Presents tions Branch. The Divisior 
is responsible for directing the execution of the information program for SRE 
and for providing centrelized services to the MSA missions to assist them in the 
execution of their programs through the media given below 

1. Providing basic research and public opinion survey material for information 
policy development, program planning, and mecia execution through SRE in 
Western Europe. 
2. Developing and disseminating press and editorial material on MSP activities 


in Europe for use in Western F urope 
3. Providing photographic materials on MSP tivities in Europe for use 


throughout } urope 
1. Developing and disseminating rad 
activities for use in Western Europe 


deasts on MSP 
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5. Providing the writing product on, and ultimate release of SRE and MSA 
films and their adaptations into Luropean languag 

6. Publicizing and promoting the MSP in Europe through polls, pamphlets, and 
exhibits 


(c) Program officer 
Coordinates planning policy, approves all projects for policy content, and 
approves for execution 


/ 


(d Press relat 

Transmits all press material on MSP and MSA to European press, acts as 
central distribution point for all public statements by SRE, maintains good 
working relationship between SRE and European press 

The overall problem facins the MSA Information Service, according to its 
officials, consists of the following elements: 

1. Carrying out the dissemination of information and propaganda, in accordance 
with its objectives, to 280 million people spread over 1'o million square miles and 
occupying 19 countries, using a total of 21 languages (as many as 5 in | country) 
These countries are Austria, Belgium, Denmark, France, Germanv, Greece, 
Iceland, Eire, Italy, Luxembourg, the Netherlands, Norway, Portugal, Sweden, 
Switzerland, Trieste, Turkey, the United Kingdom, and Yugoslavia 

2. Meeting the Communist opposition to United States objectives. The Com- 
munist Party membership in 12 countries of Western Europe is nearly 4 million, 
of which more than 3 million are in France and Italy. Twenty-one percent. of 
Western Europe’s organized labor has membership in Communist-controlled labor 
unions, and in France and Italy 70 percent of all organized labor is enrolled in 
Communist-dominated unions 

3. Combating the Communist propaganda machine. SRE officials advise 
that the Communist propaganda machine, which has been in existence for 35 
years, is a highly disciplined organization, with a centrally directed network of 
cells in every country, with infiltration into all strata of society. They estimate 
that $1.4 billion are spent annually by the U.S. 8S. R. and its satellites on prop- 
aganda, plus sizable fixed income-producing assets accumulated by national 
(‘ommunist Parties, cooperative societies, confiscated Nazi funds, import-export 
ses, foreign trade associations, banks, ete 

In France, it is estimated by the SRE Information Service that Red propaganda 
involves an annual expenditure of $36,870,000. They describe the Communist 
Party organization in France as consisting of 650,000 members, 5,434 paid profes- 


sional organizers and agitators, 2,000 trained technical personnel, 21,226 rural 


cells, 6,927 industrial cells, 13,000 trade union locals, 1,000 local unions, 96 depart- 
mental and national federations controlled, and 120,000 personal delegates. 
‘They further state that, in addition to such propaganda media as posters, exhibits, 
and films, the Communist Party in France puts out 182 publications which include 
16 daily papers, 118 weeklies, and 46 monthly publications which reach 8 million 
readers. In the field of radio, there are 24 French programs beamed daily trom 
the U.S. S. R. and its satellites, plus a l-hour program which is broadcast each 
night from Prague, Czechoslovakia. In the 1951 general elections in France, 
the Communist Party polled over 5 million votes, or 25 percent of the total. In 
the French National Assembly they have 100 members out of a total of 627, and 
in the Senate they have a membership of 16 out of a total of 319. 


10nS8 OF ( 





busine 








B. JUSTIFICATION 


he question was raised by me as to the original justification for the establish- 
ment of the MSA information program. 

In the files of the Information Service is a memorandum, dated November 6, 
1952, from Mr. Robert C. Schmid, Chief of the Research Branch, to Mr. Frank 
Dennis, Director of the Office of Information, which quotes from part (b) of 
section 115 of the original ECA legislation as follows: 

“* * * In addition to continued mutual cooperation of the participating 
countries in such a program, each such country shall conclude an agreement 
with the United States in order for such country to be eligible to receive assistance 
under this title. Such agreement shall provide for the adherence of such country 
to the purposes of this title, and shall, where applicable, make appropriate pro- 
vision, among others, for 
7) publishing in such country and transmitting to the United States, 
not less trequently than every calendar quarter after the date of the agreement 
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full statements of operations under the agreement, including a report of the 

of funds, the commodities, and services received under this tith ni Nie 
According to this memorandum, the Mutual Security Act continues in effect the 

provisions of 115 (b) 7, and Mr. Schmid in his memorandum states: ‘‘This 


seemed to be a rather slim basis for requiring publicity on the part of participating 
nations. I called General Counsel and was informed that the actual bilateral 
agreements contained, in addition to the specified quarterly report, several general 
paragraphs relating to the desirability of full publicity being given within the 


country to the American-aid program.” 

It is noted that, when Mr. Paul Hoffman appeared before the Senate Appropria- 
tions Committee of the 8lst Congress, Senator Bridges xpress d the opinion that 
the United States had sufficient counterpart funds to do a good job of telling 
the people of Europe how much we are doing for them. It is further noted that 
in Public Law 327 of the 8Ist Congress, appropriating funds for foreign aid for the 
fiscal year ending June 30, 1950, it is stated, ““The Administrator shall utilize 


such amounts of the local currency allocated pursuant to section 115 (h) of Publie 
Law 472, SOth Congress, as amended, as may be necessary to give f 

uous publicity through the press, radio, and all other available media, so as to 
inform the peoples of the participating countries regarding the assistance, including 


it purpose, source, and character, furnished by the American taxpayer.” 
C. SrrucTURAL ORGANIZATION AND METHOD OF OPERATION 


A chart setting forth the structure of the MSA Information Service is shown 
below: 


[cea +} | suse or senza} Teor] 
—}—— —; 
Ey [ orsxarsons [ mas 
fens) fro] fnesewnarzons) = a) pain 

eoviienatiniamadianenagll 


Country Missions 


Austria Nether] ands 
Belgium Norway 
Denmark Portugal 
Eire Sweden 











France Switzerland 


Germany Trieste 

Greece Turkey 

Iceland United Kingdom 
Italy Yugoslavia 
Luxembour; 





Each of the country missions is headed by a public-affairs officer (PAO) and 
such other personnel with specialized talents as may fit the information program 
in a particular country. It is mentioned here that the information problems vary 
considerably in each country, due not only to languages but also to the habits of 
the people. In France, for instance, a highly literate country, the people read 
considerably and there is a proportionately large ownership of radios, so that 
radios, newspapers and other reading material make excellent media for propa- 
ganda purposes. In Turkey, for example, there are very few radios and a high 
rate of illiteracy, which cuts down the propaganda value of newspaper media. 
The MSA Information Service, located at the Office of the SRE in Paris, acts as 
a regional office, a central clearinghouse, and a policymaking body for the entire 
information program of MSA 

The functions of the different branches of the Operations Division are explained 
as follows: 

FILMS 


The Films Division handles the preparation and dissemination of news releases, 
documentaries, feature films, film magazines, labor screen magazines and technical 
services. Media of dissemination in this branch consist of cinemas, exhibits, 
schools, film libraries, trade unions, cine clubs, and information centers. 


’ 
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The work in the Radio Branch consists of news, special events, documentary 
| ical 
service Chis branch operat national radios, the American Forees Network 
the Voice of America, Radio Free Europe, RIAS German; Red-White-Red 
Vienna, Radio Luxembourg, and Radio Monte Carlo 








SI r1o 

The Presentatior Branch handles the preparation of exhibitions, displays, 
par t iwpropriate tec eal servic Va ewspapers, poste! _ and compe- 
t their material ! ( ited r ¢ ibited at pul lare clubs, 
( trade ( tac ( I oO ition cente ll irle eircu- 
iat hows. 1! Ist S i ip lic transportation points 

In the Photo Bran there are plastic mats, picture stort news 
phe specia eve di I 1 Strips tech eal ery | 

it or use the pre ( phlet shops nools, trade 

1 i¢ rie 

EDITORIAT 

In the Editorial Branch, there are prepared news releases, feature articles 
I I 1 st ( | t mp t i 1 rnalistie exeha e materia 
| ile il re Ise ( Lp weeklies, maga ib pre 
trade pres und pro cial pre 


RESEARCH 


In the Research Branch, there are conducted press analyses, public-opinion 
po program evaluation, and political-economie research This material is used 
1 for supporting plans and policy of the Informa- 


pporting media output anc 
Service 
Joint MSA-USIS Operations 


lhe Information Service of the State Department, known as the International 
Information Administration (IIA) operates on a worldwide basis, with missions 


in each country and central control in Washington. The ITA conducts general 


information activities, the student and educational exchange program, provides 
library services, a speakers’ bureau, ete. 

When MSA (then ECA) came into existence with its own information program, 
a situation was created whereby in the Western European countries there were 
two separate services providing propaganda for the United States and its objec- 
tives 

On January 13, 1952, a joint State Department-MSA message was sent from 
Washington instructing the Director of the MSA Information Service and the 
USIS regional director to develop, plan, and execute joint operations. It is men- 
tioned here that the United States Information Service (USIS) is the title used 


in referring to the overseas operations of the ITA. As a result of these instrue- 
tions, the Director of the MSA Information Service and the USIS regional repre- 


sentative in Paris visited the country missions and set up a cooperative plan of 
operation, 

In each country mission, the person in charge is known as the public-affairs 
officer (PAO In each instance he is in charge of the information activities for 
his particular country, which activities consist of both MSA and USIS. The 
staffs of the 2 organizations work together as 1 staff. The PAO in each of the 
19 countries covered by MSA is a USIS man, except in Turkey and the United 
Kingdom, where the PAO is an MSA employee. 

As a result of this arrangement, the Information Service in each of the 19 coun- 
tries mentioned above consists of employees of 2 different governmental organiza- 
tions, 2 sets of inventories, 2 separate payrolls, with some employees responsible 
to the MSA-SRE office in Paris, while others (USIS employees) are responsible 
directly to their headquarters in Washington 

[In interviews with representatives of both MSA and USIS, it was ascertained 
that there are conflicting opinions as to how the Information Service should be 
ope rated 
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Certain MSA Information Service per nel expressed t} ans n that the 














USIS has operated a slow, long-range prograt t suited to t part ir needs 
created by the operation of tl VISA program | furt rl tio i that 
State Department, as the official governmental ager of t [ ted Stat i ud 
must necessarily operate on a conservative basis: t tont tit pr i a 
books, literature, speakers, ete., i wn reign ecountr that t State Denart- 
ment is clearly identified as bei the I of t material; and that in most 
instances the material concerns the United Stat its social, eco ndustrial 
and cultural background Chev stated that ntra the MSA information 
program was set up to fully inform the people of Western ] ature 
and extent of United States econon und tarv a ‘ nk- 
ing of the peoples of Western Europe to U1 sta es relat ne Sacks 
gration and military and economi oper , and t aganda 
attacks of the Communists 

MSA officials pointed out further that the have de ped a met! 1 of opera- 
tion different from that us t State Depariment a eir OF mucel 
more effective. In explans ( C4 | Matas 
as much in the background as pi as being ir 1 itor 
proj} nda activities i ( plished | I ‘ ils ic! 
country where MISA operates a 1 keeping tl Init i Sta 
supervisory positions or positions where classified material 1 t be handled. For 
example, in France MSA will employ French irnalists f photographers, 
radio experts ete., and the mate ul pre ted throug! { nedia 1s lentified 
solely as being French Chev emphas { that experienc i vn that propa- 
ganda issued through nationals of a particular count1 ! fee an \ n 
the United States obviously the source ‘They met ned tha n contrast to 
this, the USIS will only hire nationals in the mor enial « cal } t because 
the State Department must of necessity handle more cla ed material hey 
stated that well-qualified national ivailable il ( ce r ind at 
less cost than for paying Americans pping the ibroa Chere appears to 
be considerable logie in this line of 

MSA information officials furthermore appeared to be def 
that a regional office set ips ich as operated by MSA, fur rvice is t- 
ance, and overall policy plat ning to t] e count! m Or I ch 1 re a - 
factory than direct supervision of a col ssio Wa D. C 
They gave as their reason for this the fae i regional p prov for mort 
speedy operations, closer correlation of es between countries, and the 
ability to react immediately, propaga » problems a g he area 





They mentioned that often material prepared in Washington for propaganda uses 
is not feasible for use in certain countries because Washington officials are too far 
from the scene to fully understand local conditions 

Contrary to the theory propounded by the MSA officials, the State Department 
USIS representative called attention to the fact that the ILA he official informa- 
tion service of the State Department, of many years’ duration and built up witl 
the most competent personnel available, and tl I 


t an emergency organizatior 


sucn 
alified personnel. He 
} 


ie State De partmer t’s 


ha 
as MSA finds considerable difficulty in obtaining q 
explained further that, in his opinion, about 50 percent of 
information activities were of a covert nature and not openly identifiable with the 
State Department, and that it has also been the experience of USIS tt 
of propaganda activity is usually most effective 

From interviews with both USIS and MSA officials, the impression was gained 
that the cooperation between the two organizations in the field of propaganda in 
Western Europe is good, but that there are weaknesses in administration created 
by having two organizations trying to correlate their activities to accomplish 
the same purpose. 

It is the opinion of the writer that this is not only an awkward 
involving unnecessary expenditure of administrative funds by 
administrative setups for the performance of 1 job, and that t 
sible in many instances to fix responsibility. 

The complete picture in this regard, however, cannot be ybtained without 
a separate investigation into the operations of the USIS 


at this type 


10n but one 
2 complete 


Ss 1t Impos- 





ACCOMPLISHMENTS 


telative to the field of accomplishments, the MSA Informatior 
just prepared a report on films produced from fiscal year 1952 a { 


funds, showing the title of each picture, th 





e date complet 1. the or 





and the production cost. This report also includes adaptations financed with 
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ar 1952 and fiseal year 1953 funds, as well as print orders. This report is 
cluded as an exhibit with this memorandum 
According to MSA officials, it is difficult to estimate the actual coverage which 








is obtained in certain media of propaganda. In the European countries there 
exists no svstem of taking a radio poll in order to get an estimate of listener 
coverage Therefore, as far as radio propaganda effectiveness is concerned, 
MSA has no guide other t an estimate of the number of receiving sets in each 
( tr Following is a chart setting forth the country the population, the 
f receiving sets. and the number of sets per thousand inhabitants: 
Number of 
I I sets Bets per 
habi S 
Wy My 1, 220, 000 2 
] l S, O14, OOF 374, 400 
t M) 1, 201, 600 
} ¢ t LS80, OOO 7, 400, 000 
\\ rmany R09, (OM 8, 486, 000 
‘ 7. 852. 000 143. 000 
It 1 1. 000 2, 543, 000 
] 5. 00 3, 129 
"T LS 6 
\ 800, 000 
| O00 212, 454 25 
( 604. 746 29 
. 6. 956. 00 095. 000 30) 
t 4) O00 1) 
a ") 0. O00 131 
Purkev ), 623. 000 101. 391 16 
! ted kK iol 0, 363, 000 12, 270, 000 244 
Yu ivia 16, 040, 000 299, 000 19 
\ISA is as at this writing conducting a survey to determine distribution possi- 
| es and results in all missions relative to the film program, and when completed, 


expected to provide figures which will be of assistance in the future for 
planning purposes 

MSA maintains at its SRE headquarters 21 mobile units, which are truck or 

ractor-trailer outfits operated by the Presentations Branch for putting on exhibits 





in towns and cities at conventions, fairs, and so forth. They prepared a train 
which visited seven different countries, providing a similar exhibit on a much 
larger scale. A description of the operation of the train and two separate cara- 
val of mobile units is furnished by \ISA as follows 

In December 1949 the Information Di vision ECA/OSR initiated two major 
projects with the full support of country mission information officers, the Organ- 


on for | uropean Keconomie Cooperation, and more recently, of the North 
Atlantic Treaty Organization. 
: a1 ese were 
I. The Caravan—‘Europe Builds’ 
‘The Caravan of Peace 
Il. The Train of I urope 
These projects were chosen for their mobility and their adaptability for use in 





any European country. The technical ingenuity and imagination in display are, 
in the words of ‘The Times’ of London, December 30, 1952 oe a en ears 
that they are, apart from their political significance, of interest to all concerned 


with the technique of conveying ideas through the medium of the eye.’ 
‘At an average per capita cost of 17 cents, more than 10 million Europeans have, 
far, seen these exhibits. In addition, 14 million pieces of literature (pamphlets, 
o lers, posteards, catalogs) and novelty items (lapel buttons, balloons, produc- 
ion dials) were distributed. There is, obviously, no way to determine how many 
illions more were made aware of the exhibits and their objectives through posters, 


ey press, radio, and newsreel coverage. 


“I. CARAVAN 


The first large mobile exhibition was designed for and sponsored by the OEEC 
It was called Europe Builds and told the story of Marshall aid and its part in the 
reconstruction of Europe. It emphasized the need for intra-European cooperation 
and for increased productivity. The exhibition was contained in four expanding 
trailers which housed not only the various parts of the demountable exhibition, 
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but also a large circular tent which was erected in some cent 
at which the convoy of trailers halted. The tent provided the main exhibition 
space and the trailers themselves served as subsidiary pavilions 

“The ‘Europe Builds’ exhibition, between April 1950 and March 1951, visited 
seven countries (Belgium, France, Denmark, Sweden, Germany, Holland, Its 
where it was seen by 1,852,768 pe ople. 


al space in each tow! 





* + « . * * « 
“The suecess of the ‘Kurope Builds’ exhibition, led to the creatio 
exhibition on the defense theme at the re quest of the NATO authoritis S, 
ing what NATO stands for and emphasi 

aspects of its long-term policy. 
“Entitled the ‘Caravan of Peace,’ this exhibition is contained in four expanding 
trailers, and once again the central pavilion, when the exhibition i 
one of its halting places, is a gaily colored circular marquee 
“The ‘Caravan of Peace’ opened at Naples it 
toured Italy, Greece, Turkey. It is now on 
there to other NATO countries. 





zing the economic as well as the milit: 








its way to France, ar 


* * * a * * * 
“Il. TRAIN 


‘A complete exhibition has been installed in a train, ‘The Train of Europe,’ 
which was designed for OKEC and is sponsored by that organizatiou. It explains 
the advantages of European cooperation between the European countries, the 
commercial and cultural links between Europe and America, as well as the needs 
for increased productivity. 

“The Train of Europe’ consists of 7 cars, of which 4 house thémain exhibition; 





1 is a cinema, 1 houses the generating equipment, and | provides for quarters for 
the crew. It can be taken off its rails for exhibition in some public place other 
than a railway station or siding. It has already been seen by more than 5 million 
people, including 830,000 in Berlin, many of whom came from Eastern Germany. 

“The ‘Train of Europe’ will be discontinued on July 5, 19538, after completion 
of the present Belgian run, which rounds out 2 years and 2 months of use 


“TECHNIQUE 


“Generally accepted European presentation techniques are used in all these 
exhibitions. These are, primarily, flat and bas relief panels decorated with photo- 
graphic and painted graphic displays in color or monochrome Panels with ar 


mated graphics and animated models are also widely used to display objects 


“The use of movement 

“A moving object attracts and focuses attention. That is why animated map 
automatic slide projectors, and automatic turning leaves are frequently used 
A device known as a ‘Pepper’s ghost,’ which, by means of lighting variations, 
superimposes a reflected image on the original, is a popular and useful gadget for 
the presentation of contrasting ideas 








‘““*Repeater projectors,’ which show the same short film of 1 or 2 te 
duration over and over again, are useful for attracting attention and economi 
in space 
“The use of light 

“For special effect, p ls treated wi luor ( oO 1 illus ited Ww 
ultraviolet lamps have been used. Special lighting d i 5 
to illustrate a flow of trade, also attract attentio 
66 The USE of sound 

“Sound is used for the repetit of sloga or to he ( a 
mood. One of the most popular features of all exhibi ( ; 
in which visitors can hear the recorded voices of t own men a 
answering questions pertinent to the theme of the 1 Iso achis 4 
measure of ‘audience participation,’ whi s desirable in a formatio1 | 

Cenerall the ernal Ap} ira ( ( i i 
to the eve as possible, great l Del ade « vs ¢ t 1 
nations, such as those of OLE r NATO \t ght | 
shows are brilliantly floodlit and musie is relayed thi loudspeakers. Smart 
dressed hosts and hostesses are y placed to e lq i t er 





questions, and aistribute literature.’ 
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ed at the MSA Information Service, and, as 
| e following is quoted from the Work 
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i 0? 
For the European News Service, Luxembourg 
] Dat Kit Birthday from Copenhager Cy 


2. Marshall Tito in London (I 

38. Arrival of French vessel ‘Antille 

t. NATO Exercise ‘New Moon’ (D). 
5. ‘Ideal Home’ Exhibitior from London (G 

6. United States Army Ordnance School in Eschwege, Germany (D 


in Lisbon (1 
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fo 
For the European News Service, H¢ 
“1. United States Army Ordnance + ( | ( any (D 
2. Arts Managers Exhibit ic Par ( 
3. Frat 1) aspe f Van ¢ ( 
1, NATO Pre ( fe ( Pa I 
5. Disappeara f ( \r 1 ( 
6. Green Pool Confere1 Pa | 
SHAPE Exe e CPX2 in Dutch for ‘Sear for De pre ul LD 
NATO Press Conference Mir. Va \ } D St: l Oo 
Red-White-Red, Vis a and the Nethe i Crover e | D 
NATO Exercise CPX2 Red-W ( 1(D 
NATO Pre ( ere for ¢ x RDI 1) 
Ire Missi Prod S 
Labor Produce 1) I I 
Ci ert at Ar in | i i ‘ USIS RDF (G 
We ) 
‘Cyreen Poo ( terene I Rad \ A Sta Ra ) i 
Port iga and the spa sh Rad | 
Muropean Transport Pos [ 
Marshal Tito Interview (I 
Wee Vv music service to M ns (G 
Answer Man progran My 
World Labor News progran 
‘ 1} ] ) 7 
tefugee probl f C): R I , in Bo ( 
S irea ot | 1) I \ i ra 
reporte ( i I m | ] ( 
$ I'l IAI R 
a) We completed 
5 cial f : i 
West Europe wel Free Tr SF-418) (J 
2. Kuropean P¢ cal ( ( ( ’ Di —Siy) 
Mecha | ( sk—420 | 
t | r Cire K ] i ( » 21 | 
5 Sivhelt ectm beine to.colve ioe od pro s (SF—423) (1 
Special to MSA Was 
1. United States-f mced teria ( Ita Ss ar t (D 
2. Landi cralt co cic a Ac sca Na 1) 
BPD an ‘ pia it Colleferro, Ita ) 
Stories s I ( \I 
1. Dr. Conant’s radio a ss (Gi 
2. La DIOD! ( ItLaster 7, Cserma ( 
, ICFTI i ( , L. I 
1 UNESCO ( renee ’ kea Au 4 
‘ ly 
et (7 Wo p 
‘Series on draft treaty for 1 n | 
meri con ( e” ull i s W er! Kurope 
U.8s.8. R und eu is ( L. ( 
ral labor a les to Ss un (Ll 
raphical sketches of 28 Europea i aders (1 
nphlet on escalator clauses i \ vert ents ed 
States (L 
“Series of 12 stories on individual | ( States trade L, 


‘Series on agricultural developments it | 

“History of French aircraft industry leadir 1] possible procurement of 
French aireraft for NATO forees (D 

‘Refugees from [ron Curtain countries (‘ 

“Seript on Donzere-Mondragon for BBC (1 

‘Achievements of productivity experts on ec ative sta n France (1 

MSA activities in Italy (1 
“Pamphlet for Third Air Force on troop-community relations (D 


“Offshore procurement in western | urope 
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“Tour of Turke Crreece and Yugoslavia by Francis Noel-Baker, English 
correspondent, for purpose of writing series of articles on SHAPE military disposi 
tions in that area and on defensive and economic strength of region (I,.D 


( Work planned 
‘‘Pamphlet for MSA Mission to Yugoslavia (It 


“Opening of common steel market on April 10 (I 
‘Productivity in German show factory (1 
Life Behind the Iron Curtain’—series of 48 stories (C). 
Establishment of European Productivity Center in OKEC (KE 
Results of current Agricultural Pool and OEEC Transport conferences (I. E.) 
Agricultural Division’s Visual Aids Workshop (E 
Ath ic Conference, The Hague, March 20 (I 


German works council elections (L 





Newsreel section: Danish Defense Stories and Norwegian Manuevers distrib- 


uted in Franee, North Africa, Luxembourg, Belgium, Switzerland, Holland, 
Portugal, Indochina, Saarland, and Germany (D); Draka Cables distributed to 
United Kingdom, Germany, Italv, Belgium, Holland, Norway, Turkey, Yugo- 
sl 1, Sweden, Gree and IMS/Washington (D); Development of the Lorraine 
distributed to France, Belgium, Switzerland, Luxembourg,’ the Saar, North 
Africa, Union Franeaise, Holland, Portugal, and Germany 





F atior ect The Oldest Enemy, Turkish (1 Kmilia, Frenel | 
Land of Apulia, French (1 300,000 Mouths To Feed, Norwegian (G. I. | 
Somewhere To Live, Norwegian (G. I. I 





‘Distribution section: Report of distribution in Ireland 
Sercen 
ing 
} r I 42 10, 987 
) ommercia 13 
44-16-millimeter (n ‘ mer 121 14, 088 


The Oldest Enemy, 9-35-millimeter prints; possible total audience, 354,000 
“Commercial distribution obtained for (a4) The Extraordinary Adventures of a 
of Milk (I), (6) Lesson of Korea (D), and (c) Farmers Report (1 








Qual 
© NY Independent People was shown on BBC television on March 16 at 8 p. m 
Maximum potential audience at news hour is 10 million. Showing took place 
the dav Marshal Tito arrived in London 

“French distribution report: 300,000 Mouths To Feed (reles August 1952) 
audience to ary 1953, 608,943 (1 Clearing the Lines (re 1 June 1952 
audience to February 1953, 369,325 (1 


“(b) Work in progr 
‘“Newsreel section: NATO Pilots Graduation at Williams Field and Belgian 


Soldier in Keesler Air Force Base D). Green Pool Meeting and Freight Pool 
Conference (I Stvle for Mer I 


Adaptations sectio 


“Creek verslor Wit! rt e Hands i, Over to You G), Working Together 


| Labor World N L, 
Du version: Modern Local (LL 
“Flemish version: Modern Local (L), Rising Tide (J Local 100 (L 
‘Turkish ver : Produc e (] lrieste to Lampedusa (G), Key to Prog- 
re I Vietory at Thermo; i E.G Voie de la Paix DD Doctor for 
Arda ( s Neé eM Wit] Fear (D. 1 
il prod \ H ( Rencontre ir le Rhin (I. FE.) 
N ys ( Boi . \ \ Series (G. I. E. D 


ewsre¢ ection: Offs Pr ( t and Shipbui ng at Lorient and 
B t (J Radar for Be ‘ Ar ID), and Intervi With M. Bothereau (L 
International production: Know Your Allies Series (G. I. E. D 
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“Contract 


(Ek. D 


production: European Agriculture (1 
Independent People (D. I 


RI ] 
“(a) Work completed 
‘Editorial excerpt on the ir lant f ‘ 
1 British plane by Soviet-type fig 
(bh) Work in progres 
“Countrv studies political, defense ( mic ba 
the Netherlands D 
Problems of economic integrat ewed 
teview of kurope since the War’ (1 
“Summary of postwar progre nt I ! 
“German political parties before 08 el ol Cy 
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| 1dad t ted sta 3 perso ( there are emploved at SI E 39 loc ils 
e | s D ; ‘ the Rad Division, 36 locals in the Presenta 
4 | IS ’ , 1) S 14 locals in the Editorial D ) 
1 2¢ i Re i 
AY mina i files of the kev United States 
re ( on t | a d ea is nce it was 
ted hat the ¢ ! ( Ing with the type of work he 
rs vas perf i In no instance was it observed 
tha he emplo ee star ater to any large degree than 
the salarv the emplovee her previous employment. It 
was noted, howe er, t head of the Labor Informa- 
tion Division, salary $14,300 per annum, was drawing more than Mr. Frank L 
ly Director of the Information Service, salary $13,600 per annum. Set 
for Helow 1s a irt § ing Vv country mission the number of MSA and USIS 
em] ees ( fuctil e Joint Information Service. Where no figure is giver 
for USIS employees, it is because the USIS regional representative did not have 
he figure avaliabie at s Paris office 
MSA SIS 
\ I \ I 
4 { gf 
) i i ‘ } 
( 
{ 
\ 


According to figures obtained by Mr. M. R. Miller from the Budget and I 





Division of SRI the expenditure of the 10 pe ent counterpart by the MSA 
Information Service in the fiscal year 1952 totaled 1,187,605,708 franes in SRI 
ind the French 1 ion 1,150,983,970 frane 

Similar figures the fiscal vear 1953 through February 28, 1953, show 
Fret mission, 566,453,901 franes; SRE, 617,464,325 franc 

Local currency obligati in lollar equivalent for the current fiscal year 
through February 28, 1953, as obtained by Mr. Miller from the Budget and Fiscal 
Division, are: $1,198,925 for SRE and all country missions. This is 72.8 percent 


of the total July—March allotment of $12,641,999 

ires furnished by the MSA Information Service relative to their local 
obligations through February 1953 show for the country missions 
$6,249,474 and for SRE $2,935,286, for a total of $9,184,760. It is presumed 
that the difference of $14,165 between the total furnished by the Information 
Service and the figure furnished by the Budget and Fiscal Division is occasioned 
by whatever obligations might be in transit between offices 





[ 
‘ 


By e parison, total loca irrency Obligations expressed in dollar equivalent 
for previous years are as follow 
Fiscal year 1949 $1, O87, 787 


1950 6, 221, 399 
L951 17, 563, 000 
16, 237, 441 


1952 1 
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During the first 6 months ¢ fiscal veal 53. the MSA I] rma Service 
spr nt the counterpart ti iivalent of $7,457,132 ed 
67 percent, SRI 33 percent \ further break 

A 


(yr 

Austri I | 

Greece 

All othe s A 

The MSA Information Service payroll for th i] i licated is f 

‘ . \ 
ns ' 

1949 f : . $88, S00 
1950 262 
1951 1 S 2. 
1952 . 
1953 estimate s 

American emplovees are paid from the adn i p lvet MISA Ni 

I | 

American employees are paid in local currency from United States erpart 


funds 





A large proportion of the work done by the Information Serviec accomp 
lished through contracts entered into wit local concerns in eat I bi 
such services as translation, printing, film producing, and photography, and 
for individual services such as scriptwriting, newswriting, feature articles, et 

All contractors must be approved on securitv grounds the Securit ) 
sion of MSA, and each contract contains an escape clause for the l nited Stat 
Government should the Security | Sit fail te pp ( ( ra I 
security grounds Contracts are not entered into bv t nformation Service 
on its own, but all contracts must be signed by the appropriate official of the 
Fiscal Division of MSA However, the Information Service must gert 
each instance to the satisfactorv completion of the ser ‘ r receipt of the me 
chandise before final payment is mad No regular 1 employees are paid 
by continuing contract since all such employees, it g non-America ur 
paid from regular administrative funds or fro is a ed 





cifically for salaries 


¢ t 
or pending fulfillment. A few of these contracts were reviewed and no cause for 
criticism was noted. 








Expe nditure on a truck trailer for mobile hibitions 

In connection with a review of the contracts, Mr. Miller obtained from the 
Field Inspection Branch, Budget and Fiscal Division, Oflice of Administrat 
SRE, a copy of a report dated January 22, 1953, prepared by Price, Waterhouse 
& Co., which report was submitted to the Chief of Missi Mutual Security 
Agency, The Hague. This report is quoted hereafter as follows 

“*DEaR Sir: * * * 

m * ¥ 
“MUTUAL SECURITY AGENCY (MSA PROJECT ¢ 

“Tn accordance with your instructions we have made an examinat f 
expenditure incurred by your Agency on project OSR-NI 10, 1 the ce 
struction and operating of a mobile 1 cK tra r exhibitior t Nethe und 


for the period from the commencement % e project l Apr ] } ] t 1 /¢ 
31, 1952, and we now submit our report thereon, together with a st 
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which we have prepared showing particulars of the expenditure during the period 
der review and giving the names of the principal suppliers involved. 


“CG oneral formation 


The purpose of project OSR-NL-—5-10 was to provide a mobile unit for ex- 











bition purposes in the Netherland Unit consists of a trailer equipped with a 
{ Deplirex svstem whicl unfolded, pl yvides exhibition space, together 
i collapsible cinema tent The trailer is drawn by a truck provided free of 
charge by OSR, Pari We derstand that the unit may be made available for 
\ purpose yrroved by MSA 
\fter an official opening in Rotterdam on July 8, 1952, the unit toured the 
Netherland inder the auspices of the Buildi Center (Bouwcentrum), Rotter- 
dam, and the Netherlands Household Council, displaying exhibits prepared b 
the Building Center at a cost of 7,500 florins each on behalf of beth these organi- 
at . Phe tour was complete lin November 1952 and the trailer and tent ar 
ler Y pair, pl paratory » being loar ed to the Netherlands civil-defe n 
1u rities in connection Witt! 1 recrultl ca pa 
\ Dp oO a Lio 
examination was directed primarily to the records maintained at the 
Security Agency, tl H ie, 1 respect of the disbursements made in 
( ection it project OSR-NL-5-10 Ihe lisbursements were effected 
hrough the disbursement officer of the American Embassy at the Hague on the 
basis of evidet e pr rdueed DY VISA 1) piicate DANK tatements were inspected 
by us at the Embassy in respect of the payments and these statements indicated 
the ame of payees id checks were not, however, available for inspection 
by us and we understand that these checks as well as the original bank statements 
have been forwar led to Washit tol 
“Substantial tests of payments to suppliers were made by us with invoice 
contracts, and purchase orders. In addition we made some tests of payments 
appearing in the records of MISA as chargeable to other projects in order to satisfy 


ourselves that disbursements applicable to project OSR \L-5-10 had not been 
allocated to other projects, but it will be borne in mind that these tests wer: 
necessarily limited. 

. VO charge has been made to the project in re spect of the salaries of MSA 
personnel operating the truck trailer or otherwise connected with the project 
and consequently our examination did not cover such disbursements. 


“N,V. World Mobile Industry Fair (WMIF 

“From the schedule attached to this report it will be noted that the expenditure 
to date on this project consists mainly of payments to the above-named company. 

“Prior to entering into agreements with W MIF, viz: In February 1951, reports 
were obtained from MSA from a credit inquiry agency upon the standing of 
that company and its manager, Mr. 8. A. Schut. The report on Mr. Schut 
stated that 

(1) He had been imprisoned before the war for obtaining money under 
false pretenses; 

‘““(2) He had been declared bankrupt in 1940; 

3) In business circles little or no reliance is placed on him; 
4) Care should be exercised in dealing with him and that financial 
connections are not recommended 

“It is of interest to note that Mr. Schut is again in prison awaiting trial on a 
charge of misappropriating a substantial sum of money. 

‘The above-mentioned adverse credit report does not seem to have deterred 
the MSA officials from entering into the undermentioned contracts with WMIF, 
but as a measure of precaution it was arranged that no payment would be made 
by MSA untl the work had been completed and the goods delivered: 


“Contract date Particulars Amount 





(florins 
os : 
1951—A pril Construction of a cinema tent | 28, 64 
Ce ee Building an exhibition trailer 1 70, 092. 39 


“| Guilders; worth 3.8 to the dollar. 
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“From the correspondence in the MSA files it would appear that an attempt 
was made to obtain bids from firms other tha N. V. World Mobile Industr 
Fair for building the trailer, but it seems that as the only bid received within the 
pres¢ bed time was from W MII the contract w swarded to that company 
The time granted for the submission of bids was 1 wee] lv, but we understand 


that W MIF had had preliminary conversations with the United States Information 
Service (USIS) before this contract was put out to tender 

The preliminary correspondence on the project could not be produced to 
despite a search made by the MSA officials and e tly we were it able to 
ascertain whether anv other bids were eventually received In this connectio 


it should be observed that much of the preliminary work was carried out by USIS 

The Hague, in conjunction, we understand, with Mr. A. Beer of OSR, Paris 
“Under the contracts the cinema tent and the exhibition trailer were to be 

delivered to MSA within 17 weeks from the dates of the contract The tent was 


delivered in August 1951, but owing to various alterations to the original designs 


at the request of MSA, the trailer was not delivered until May 1952 
‘‘When the cinema tent was completed, payment was made to WMIF on the 
strength of a certificate of the then information officer that the goods contracted 
for had been received. It appears, however, that 200 chairs at a cost of 3,000 florir 
which were to be supplied with the tent had not been delivered In faet the 
chairs were only received some 9 months later At the official opening of the 
trailer exhibition in Rotterdam on July 8, 1952, chairs had to be hired and the 
expense involved was borne by MSA We remarked also that MSA was charged 
with the cost of transporting the tent from Bergen op Zoom, where it was con- 
structed, to Rotterdam, although the contract stipulated deliv at The Hague 

‘As stated above, the cinema tent was constructed at Bergen op “oom and 
it appears that W MIF had eng 
In the preser ce of two representative sof MS A. viz: Mr. MeGor igal, administra- 
tive officer, and Mr. Bergmans, his assistant, we visited the subcontractor at 
Bergen op Zoom and were informed by him that he had received 17,150 florins for 
the tent from WMIF. The amount paid to WMIF for the tent was 28,645.05 
florins including 3,000 florins for the chairs which were not delivered until later 

‘‘With regard to the trailer contract, although it had originaly been provided 
that payment would not be made until the work was completed, in view of the 
delays caused by the alterations required by MSA, it was subsequently agreed 
that 75 percent of the contract price would be paid after it had been proved to the 
satisfaction of the supervising officer that 75 percent of the work had been com- 
pleted and this was done in December 1951 on re ceipt of a report from 
pendent surveyor on the standard of work performed 

‘The architect who was engaged by MSA to prepare certain drawings for the 
interior of the trailer, and who also traveled to Paris on behalf of MSA is con- 
nection with this project, was one of the founder members of N. V. World Mobile 
Industry Fair and during the relevant period appeared on that company’s payroll 

“During our examination of the purchase orders totaling 9,575.01 florins which 
were issued to this company we remarked that in the case of two purchase order 
Nos. MSA—-NL—52-882 and 1263 there was little or no resemblance between the 
description on the supplier’s invoice and the particulars shown on the purchase 
order. 

“P.O. No. 882, for 1,113.26, florins described this amount as being for extra 
work, transport costs, and controlling of the Federal truck, but the invoice 
produced to us stated that 1,047.71 florins was for insuran : 
trailer, the balance viz 65.55 florins, being for the services described in the pur- 
chase order. P. O. No. 1263 for 393.36 florins, contained a description similar 
to that in P. O. No. 882, but the invoice was entirely for insurance 

“The two invoices referred to above were addresse t] 
information oificer, Mr. de Goeijen Further inquiries revealed that the MSA 
files contained two other invoices relating to the above mentions d P. O.’s bearing 
a description of the work done wl ich eed with tl it col tained lr the Pp Q.’s 
The latter two invoices were certified as being correct by Mr. de Goeijen and 
served as a basis for payment 

With the permission of MSA we interviewed one of the directors of WMIF, 
Mr. R. C. Veldhoen, who volunteered the following it format n: 

“ } 














ged the services of a subeontractor for thi purpose 





an inde- 





ce of the tent and 








sistant to the 








a) So far as he could remember the incorrect invoices had been prepared 
by him at the request of Mr. de Goeijer 

b) The objects under construction served as collat ral security for a 
loan granted to WMIF bv a bank and had been insured at the request of the 


bank, 
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I \ t ‘ : t 
( truction should LV eel Yi by WMIF and were not a proper char 
VISA Moreo we under 1 MSA is not permitted to take ou 
rance In any 
It was during our interview with Mr. Veldhoen that we learned that Mr. 
‘al it Is again pris awa tria a arge Of Misappropriating a sub- 
il sum of yr d Mr. Veldhoe also informed us tha 1) the books 
f WMII ave pee! ( 1] the Ministry of Justi and are being investigated 
( Cl ent auditors and Mir. Schut was in the habit of spending larg 
i ( eC! eC! lt Va 
‘ ~ Hel { ma ly i¢ I ( 
purposes ol se contrac | 
ruck trailer exhibition wa ( 
1 Laur’ ie p 1 ( 
i I e pecu ir ¢ ecu 
rey I i 1e¢ de i tha i p 
i cr { \ Nix ¢ i \\ 
vy f ot i l act ) t Oo 
Do Wal er pbadl 
ypreciated i ( vere oO ub) i 
und records, but our serut lid reveal that a number of expense rep: prepared 
\i1 S it i ided round amo ol evel indred OuLGde}! thou 
eXplana 1 ( i erta ed ft 1t aga \ \ l I 75 flori i 1 
is EXPE for t Wer from July 23 to Julv 28, 1951, a rhe vd be ride a 
l 26 pombe le Goer 125.00 
\ i ] T il \ly Ne T Bre la pr he ( 
i l ( i he note, i { \ J 26 he i paid ra ner a 
I \Ir | ) 8) l \ | Nir cle (10 li L | { { a ol I CTSODLS were re 
() tryy na commitment 
So far as we have been able to ascertain no commit ts of ar Importance 
re outstanding at December 31, 1952 We ¢ rved vever, that the f 
hich tl a te red dur he ¥ Ir is undertake! rta 
1ir work to t tent involvir oO > 000 florins for which no purchase order 
is | d It suld appear that t fi has | ) \ 1 j egard to 
( st of brit he te ) proper « dition and e enced tl! repair 
Wit! t having received t tiol » tha {Te 
P } e 
During our amination of purchase orders it became apparent that in some 
ases the dates these do ents had been altered in order to give the impres 
it they had bee issued before the work to whit they referred had been cor 
need 
Our inguiri confirmed the fact that the date shown on a pur ase order is 
not necessarily the date of issuc We were also informed that it is the practice to 
retain eacl onth a few numbers from the series, in order that they may be issued 
at a later date should it arise that work has been done for which no purchase 
ler had been issued It will be appreciated that in view of the foreg« it wa 
ot possible for us to rely on the accuracy of the dates shown on the purchase 
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G. Prorposep Bupacet, Fiscat YEAR 1954 


Karly in this investigation, the writer was furnished a copy of the MSA Infor- 






ion Service proposed budget for fiscal year 1954, which provided for a total 

expenditure of local currency counterpart funds in dollar equivalent of $17 million. 

fhis provided for allotments to the following major themes which are emphasized 
by the Information Service in its propagal la campaign: 

1) Technical assistance and productivity $4, 042, 000 

2) Creating understand and support of defense buildup t, 836, 500 

3) Integration (econon Schuman plan EDC, ete 2, 836, 800 

1) ¢ nteracting Communist attacks & nst MSP 1, 487, 700 





5) Labor (strengthening of free-trade unions and gaining labor 
participation 2, 792, 000 


Other items provided for in the budget are as follows: 


Public relat $59, 000 
United States aid 373, 300 
Support of all themes 572, 700 


This includes miscellaneous equipment and supplies 
which can be used in all phases of the program 

This original budget proposal provided that of the total of $17 million there 
would be expended on the country mission projects $10,827,100, and SRE projects 
would be allotted $6,172,900 
Subsequently, MSA officials informed that the Bureau of the Budget in Wash- 
‘ LD. ¢ had reduced their budget from $17,000,000 to $13,500,000 Fur- 
thermore, the Budget Bureau ruled that the International Information Adminis- 
tration of the State Department should handle the following themes: Creating 
understanding and support of defense buildup, integration, counteracting attacks 
against MSP: and that of the $13,500,000, $6,500,000 should be used for these 3 
themes and, therefore, should go to ITA. This will leave the MSA Information 
Service $7 million to be used for technical assistance and productivity, labor, 
United States aid, public relations \ copy of the new budget proposal based on 
the Budget Bureau ruling was obtained from MSA and is included as an attach- 
ment to this report The new budget proposal furn ‘s complete breakdowns 
h an explanation of the work contemplated 








by activity and country mission, wit 
for the coming year. 


H. OBSERVATIONS AND RECOMMENDATIONS 


1) Relative to the country agreements set forth in section B (j1 
this re port, attention is called to the fact that each country of Western Kurope 
receiving United States aid has committed itself equally with the United States 
to furnish full publicity to the objectives and progress of the joint program for 


Kuropean defense and recovery 


istification) of 


However, the United States is in each country, to a greater or lesser degree, 
“carrving the ball’ in the field of organized anti-Communist propaganda, both 
in effort and funds expended In carrving out this program of influencing publie 
opinion, the United States is emploving largely indigenous experts in the various 
media of propaganda In discussing this situation with Information Service 


officials as to why so many countries are lax in handling more of their own anti 
Communist propaganda, the writer was uniformly advised that, in order to 
a good, effective job done, the I nited States had to step in and do it herse 
As one example, they pointed out that in France the Communist Party, with a 
membership greater than any other single political party, was in a position to 
block any official Frenc! 

It is believed that further consideration should be given toward getting the 
recipient countries of United States aid to do more propaganda work on their 


1 Government moves in this regard 


own initiative to influence their own people 


2) Reference is made to the information set forth previously in this report 
showing how two separate United States Government organizations (MSA Infor- 


mation Service and International Information Administration), with identical 





objectives, are now trying to work in collaboration to achieve one job Where 
prior to 1952 they had worked independejtly of each other in the same fields, 
t ww are pool their re “CES to wet the job accomplished As a result, 
t | e nov itted a compourd budget proposal (not as yet finally ap- 





themes of pnopaganda between them 
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At the present time, the information program operating in each country mis- 
sion is operated by employees of two s« parate organizations, each with its own 
payroll inventory—one with a chain of command going to a regional office in 
Paris (SRE), the other receiving its instructions direct from Washington, D. C 
(IIA When purchases or expenditures are to be made, a decision must be 





reached as to what organization will pay or as to how the expenses shall be 
divided. 

In view of this unwieldy duplication of effort involving two separate admin- 
istrative offices, performing the same functions, with the attendant unnecessary 
expenses, it is recommended that consideration be given to put all information 
and propaganda activities into one well-integrated organization 


Exuinir M 


MEMORANDUM OF UNDERSTANDIN( 


I. In conformity with the engagements undertaken in common in North 
Atlantic Treaty Organization and with specific reference to approval by Council 
on February 23, 1952, of supplementary report of T 
tee, the Government of France and Government of United States have made fol- 
lowing arrangements: 

1. The report of Temporary Council Committee recommended French mili- 
tarv expenditures at 1,190 billion franes in October 1951 prices, of which 1,100 


emporary Council Commit- 








billion frances was to be financial contribution from France’s own resources. This 
contribution was accepted by French Government as corresponding to economic 
and financial capabilities of the country Since this report wv prepared in 
addition to necessary adjustments for price increases there has an unfore- 
seen increase in expenditures for military operations in Indochina Faced with 


necessity of constituting forces in Europe as well as carrying these additional 
charges in Indochina, French Government has decided contribute to defense in 








excess of amount recommended in report French Government underlines how- 
ever that it considers this supplementary effort to have an exc onal character 
and stresses that level of its 1952 contribution is not to serve as a basis for any 
estimation which might subsequently be made by NATO organizations of capa- 
bility of France to contribute to defense effort in 1953 

2. In consideration of this decision by Freneh Gover ent and subject to its 
approval by French P: ment, United States Government has decided, under 
conditions set out below, to modify ts progran of assistance to France out of 
fiscal year 1952 funds in a manner which will provide additional budgetary re- 
sources for defense effort to be carried out by France in 1952 


3. In view of these financial resources French Government has declared itself 


prepared establish defense forees set forth in Annex B of supplementary report of 
Temporary Council Committee as approved by North Atlantie Council in its 
meeting on February 23, 1952. 

II. In accordance with this agreement representatives of United States Govern- 
ment informed French Government that program of assistance from the United 
States from fiscal year 1952 funds would be as follows 

1. An amount of $500 million is to be made available to French Government 
from funds voted by Congress for fiscal vear 1952 under Mutual Security Act. 
This $500 million will give rise to financial resources in franes which can be applied 
to defense expenditures foreseen in French budget for 1952 

The $500 million is to be broken down in following four categories: 

(A) An amount of $170 million to economic aid has already been made 
available to French Government 

(B) An additional amount of $100 million in economic aid has been ear- 
marked to be made available to French Government before March 15, 1952. 
It is understood that of this $100 million an amount of $25 million is to be 
available to French Government before end of February 1952. The two 








Governments agree that in future discussions to take place in Paris to deter- 
mine utilization of French frane counterpart of American assistance, counter- 
part of this additional amount of $100 million is to earmarked for defense 
expenditures in Indochina. 

(C) An amount of $30 million will be applied to finance French orders for 
supplies in United States for needs of forces in Indochina. ‘These funds are 
available for orders previously placed in United States by French Government, 
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State f ite nud ed France for eds of fores dochina 
} UT or re ist i he | ted State » el ip} ) Onvrac 
alrea placed I Gove ( ad been for cancel su ( i 
A 2 | ited Sta Grover el is t elect items to ine led in o re 
} ( e pl i tf S200 ym ot? co racts which are scheduled for franc 
finan nder | ch defense program for 1952 as defined Section V below 
6. The Unite States Gove ent may if it so elects and i ement of 
I eneti Gover! ment Maks a contract wit! latter tor all Oo! part of thes tems 
\ ropriate procedures are to be evolved permitting representatives of the United 
States Government participate in inspection to assure minimum quality standards 
of deliveries and in consultation to insure prompt payment arrangements wit 
prod rn France to encourage rapid production 
Ill. The two Governments agree that reciepts in dollars of French Government 
coming from expend ire of American Forces in France, including contribution 
by t United States to infrastructure and purchase by the United States of mate- 
rial and supply for its own use are likely reac evel of $100 million before June 30, 
1952 Accordingly present arrangements are considering superseding earlier 


discussions relative to assistance to France from fiscal vear 1952 funds 


LV. The two Governments agree that the conversations now in progress WIth a 


view to facilitati the placement in France by the United States of contracts 
for material, supply, and labor, and for infrastructure, including airfields and 
other installations must be brought to a prompt and satisfactory conclusion in 
the interest of the common defense. 

V. In view of the new program outlined by the representatives of the United 
States in Section [I above which will provide Du igetary assistance not previously 
foreseen the French representatives stated that the French Government will 
provide for a military budget of 1,400 billion franes in 1952 (according to NATO 
definition of defense expenditures 
This budget of 1,400 billion 
by France to NATO at Ninth 
B of supplementary report of 








rancs is to be based on provision of forees committed 
Session of Council at Lisbon and included in Annex 
le mporary Council Committee, dated 24 February 


f 


1952. 
VI. (A) The two Governments recognize that French program of 1,400 billion 
francs set out under Section V above will result, despite $200 million offshore 


purchases to be effected by the United States Government, in cancellation of a 


certain number of production contracts and in severe curtailment of new con- 
tracts Thus level of defense production in France will be seriously reduced. 

It is therefore requested urgently by French representatives that the United 
States Government carry out purchases in France over and above program of 
$200 million of offshore purchases mentioned under Section II above, either for 
needs of French Forces of for needs of forces of the United States and of forces 
of other countries of NATO. fi representatives of the United States indicated 
that this possibility was not excluded if prices and technical conditions were 














icceprlable with he ver ! ™ ) i i i ‘ 
jee It was rst oc I ( (i | eC! 
ment of t United es of ec ‘ heir ! i | 
France or which could ( i WV I f rm pro 
ment by the Uni States 
B | 1¢ | ( Cc (i I } ( na \ IY ral 
as set for in Sec V above lo per Kren ( ) ( pp I 
smali mea e fro | f ( I foresec I v of 1 
cha i I 1 CrOve 1 ( 
end-iten progran WwW i Vie » OTTsSe I rT i D ( I 
& reprogramming of ¢ ! Ss and to includ i ( i 1 range i cl 
in end-it program for Fren¢ IY Gover! ( I 
tha il aeliveri or ¢ ( I t fea I } | | ¢ 
filled at least in part | roduc ) France financed ecordant ara 
gray \) immediately above 
VII. Government of the | 1S cleat i ( ible take 
al engagme with regard to fisea 4 153 i 
counterpart before Congress has voted 1 ary fu G rn! of France 
is informed however that in projected budget for fisca ear 1953. the 1 
States Governme! has made provisi hereb LTT Ol fu Whit 
be made available to France under economie { and under offshore purchase 
pro n for end-items could during ¢ rse ol at fisca ea para ) 
level available in fiscal vear 1952 the Governme! { 1 State LlsoO 
points out that al dd onal ft i ul I re ( ( 
become available to F1 Gove ) ‘ f \ 1 ¢ 
in connection with def e eX] liture rane i f ca la 
vear 1953 
_ ed at I he Po al, I I 5 OZ 
Signed for the U. 8S. Governm Se I S e, D \¢ ( 
for French Government Foreign M er Re rt Se 
XN O49 
Au \ y 
ee V/ } 
For Office of Legal Adviser ‘reaty A 
(COTEL Distributior 
Exchange of Notes of May 13, 1952, between the Ambassador and t Frenel 
Minister of Foreign Affairs relative to offshore pur ust france pursuant to 
the Lisbon Memorandum of Understand 
In accordance with Seetion XJI—8 of the Foreign Service Res atior regarding 
agreements by exchange of notes, the Ambassador has the honor to trans! 


herewith a certified copy of his Note No. 1055 of Mav 13, 1952 to the French 





Minister of Foreign Affairs rel o offshore purchases France pursuant to 
the Lisbon Memorandum of standing of Februa 25, 1952 e or i 
of the Minister’s re ply of the dat s enciosed Cop ~ these notes are 
also enclosed 

Also forwarded is a copy (with an informal translatio1 f a letter of May 13 
1952, from the Seeretary General of the Interministerial ( mittee to the Chief 


of the MSA Mission to France, clarifying the French intentions with re spect to 
paragraph 10 of the exchange of notes 
For the Ambassador: 


Enclosures: 
Certified Copy of Emb’s Note No. 1055 of Mav 13. 1952 
Original of FonMin Note of May 13, 
3 Copy of Emb’s Note No. 1055 of Mav 138. 1952 
Copy of FonMin Note of Mav 13, 1952 
Copy of letter from Interministerial Committee of May 13, 1 
6. Translation of letter from Interministerial Committee of May 13, 1952 

CC: London for NPO. 

Wiesbaden for USAFE. 

Heidleberg for Handy. 
RGCleveland:mf. 
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THe FOREIGN SERVICE OF THE UNITED STATES OF AMERICA 


AMERICAN EMBASSY, 
Paris, May 18, 1952. 
No. 1055 


His Excellency Monsieur RopertT SCHUMAN, 
Vin Sle of Foreign A ffa rs, 
Paris. 

My Dear Mr. Presipent: I have the honor to refer to the Memorandum of 
Understanding between our two Governments signed at Lisbon on February 25, 
1952, which ineluded, inter alia, an undertaking by the United States Government, 
in consideration of certain actions by the French Government and in particular 
further to assist the latter in its military mutual defense operations in Indochina, 
to procure and transfer to the French Government, pursuant to the terms of the 
Mutual Security Act of 1951, not to exceed $200 million worth of arms, equip- 
ment, and supplies urgently needed by the French Government. It was under- 
stood that the items to be included in such a purchase will be selected by the 
United States Government with the concurrence of the French Government. 
It was also understood that the items to be purchased should be largely of French 
origin or manufacture but might also include goods of United States origin or 
manufacture. It is the purpose of the present note to state, in accordance with 
the terms of the basic understandings between the two Governments on this 
subject, the following further understandings reached relative to those purchases, 
within the $200 million total, to be made in France: 

1. The present arrangement is made in accordance with the Mutual Defense 
Assistance Agreements of January 27, 1950, and December 23, 1950, as amended 
} 


by subsequent exc 


anges of notes. 
2 The items to be procure din France shall be purchased by the United States 


Government under the terms of a contract or contracts between the Governments 
to be negotiated and signed, on the one hand by authorized procurement officers 
he United States Armed Forces and on the other hand by authorized officials 
( the Freneh Government 

o The French Government agrees to submit price quotations in Ur ited States 
currency and understands that the contracts entered into hereunder will provide 
for payment in United States currency. The prices quoted will not be in excess of 
the dollar equivalent of prices payable in frances by the French Government under 
subcontracts related to the contracts hereunder. 

1. No surcharges or other reimbursements covering administration or inspec- 
tion costs will be charged by the French Government with respect to contracts 
entered into hereunder, 

5. It is agreed that the French Government will not realize a profit of any 
nature, including net gains resulting from fluctuations in exchange rates, on 
contracts executed hereunder, The French Government agrees to determine, 
prior to December 31, 1954, whether it has realized any such profit, in which 
event, or in the event that the United States Government prior to such date 
considers that such profit may have been made, the French Government agrees 
immediately to enter into conversations with the United States Government for 
the purpose of determining the existence and the amount of such profit. For 
the determination of net profit, the contracts will be considered collectively, and 
not individually. During these conversations the United States Government 
shall have access to such documents and accounting data as may be agreed upon 
between the parties. If these conversations establish that a net profit has been 
realized, the French Government will furnish to the United States Government 
at no cost to the latter additional quantities of contract items selected by the 
United States Government to the value of such net profit. Such additional 
deliveries will be provided for by amending a contract or contracts executed 
hereunder, to provide for such increases in quantity, but without increase in 
the total contract price. 

6. The French Government will make every effort to assure to French pro- 
ducers the supply of raw materials and equipment needed for the execution of 
these contracts. While it is understood that no obligation with respect to supply 
assistance shall have been incurred by the United States Government by virtue 
of its having entered into these contracts, such supply assistance as the United 
States may be prepared to provide will be furnished through normal defense 
supply operations and in a manner consistent with international allocations 
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machinery rather than through any special United States procedures or any 
special United States intercession in international committees 

7. If the procurement or acceptance of such particular item covered by such 
a contract proves to entail special difficulties for one of the Governments, such 
Government will have the right, with the concurrence of the other party, to 
withdraw the item concerned prior to its delivery and acceptance under the 
contract. 

8. The terms of contracts entered into hereunder shall not be regarded as 
establishing a precedent for the terms of future contracts under any United 
States procurement program in France. 

9. Items acquired by the United States Government under these contracts 
shall be transferred to the French Government in accordance with the terms of 
the Mutual Defense Assistance Agreements of January 27, 1950 and December 23, 
1950, as amended. If, during any period, such transfers should be prevented by 
operation of PublicLaw 213, 82d Congress of the United States, or any other laws 
of the United States then it is understood that delivery to the United States of 
items under contracts executed hereunder will be suspended during such period 

10. In view of the urgent necessity for rapid production and prompt delivery 
of items to be provided under these contracts, both Governments agree to expedite 
all activities including prompt payments by the United States Government to 
the French Government for items delivered and prompt payments by the French 
Government to its suppliers in connection with contracts covered hereby. They 
will also furnish each other with such information as may be necessary for the 
purpose of carrying out the contracts. 

I should appreciate it if you could confirm that the foregoing represents the 
understanding of your Government in this letter. 

Please accept, my dear Mr. President, the assurance of my highest consideration 


2 





JAMES CLEMENT DUNN, 


l melassi fie d 


[Translation] 
3040 
Paris 
INTERMINISTERIAL COMMITTEE FOR 
QUESTIONS OF EUROPEAN EcoNOMIC COOPERATION, 
Paris (7), May 13, 1962. 
DD/rg 
No. 1108 
The Honorable Henry R. LABouIssgE, 
Chief of M. S. A. Special Mission to France, 


American Embassy, 2 avenue Gabriel, Paris z. 


DeaR Mr. Lapoutsse: I refer to the exchange of notes signed today between 
our two governments relative to the $200 million offshore purchase program pro- 
vided for by the Lisbon memorandum of February 25, 1952 

Within the spirit of undertakings on both sides, notably in paragraph 10 of the 
above exchange of notes, I confirm that the French Government has taken the 
necessary measures so that the payments which will be made by it to suppliers 
under subcontracts not yet executed as of this date will be made in cash. It has 
not been possible on the other hand to take similar measures with respect to sub- 
contracts already made. Payments have, in fact, already begun to be made on 
these subcontracts in conformity with the French public accounting regulations. 
These regulations provide that any payment of 500,000 francs should be made 
half in cash and half by one-year draft on the French Treasury 

I must again call vour attention to the fact that the face value of these drafts 
includes in addition to the sum due by the State, one year’s interest on this sum. 
These drafts may be discounted at an interest rate equivalent to the int 
included in their face value with the result that suppliers to the State can if 
desire obtain immediately and without loss the amount of their debt due from the 
State. 








For your information I add that the interest rate included in public expenditure 


drafts which is now 3 75 percent is fixed to exceed bv one-quarter of one percent 
the discount rate of the Bank of France. 


THIERRY DE CLERMONT-TONNERRE, 
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No. 467 
His Excellency M 
F 


onsieur GEORGES BIDAULT 
Minister of Fon r 


oreign Af , Pa 





My Dear Mr. Prestpent: I have the honor to propose that the following 
principles and procedures be adopted by our Governments to govern that portion 
f United States aid to France during the United States Fiscal Year 1953 which 

the form of procurement of items within the French budget for the Calendar 
1953: 

| Che procurement w t carried out in accordance with the Mutual Defense 

As tance Agreements of January 27, 1950 and December 23, 1950, as amended 


DV subsequent exchanges of notes, 
») The items to be procured will be purchased in France, but the possibility 
of purchasing items in the United States at the request of the French Govern- 
ent is not excluded rransfer to the French Government of items procured 
ler this program will be for utilization only by French forees in the NATO 
area Or by forces in Indo-China in fulfillment of 
3 Lhe items to be proc ired will be selected 
States Military Assistance Advisory Group, France, in consultation with the 
appropriate French representatives, [rom the items appearing In the French 
defense budget for the Calendar Year 1953, and which are desire and accept 





mutual defense objectives 
bv representative i the [ nited 





able to French forces in the NATO area or the forces in Indo-Chit In selecting 
the items every effort will be made to coordinate thi procurement with the 
Lnited State end-item program and with items In e French budget for the 


Calendar Year 1953 which are financed by counterpart funds in order to assure 


an 1 rated and balanced defense effort in accordat vi mutual defense 


t fhe items w I pure used e | 1 State (y rnin ( ed 
sta curreney inder the term Of ¢ ntract petty ( vo Crovernme t to 

egotiated and signed before Julv 1, 1953, on the or hand by authorized 
contracting officers of the United States Armed Forces and on the other hand by 
i horized officials of the French Government 

The French Government will submit price quotations, exeludi taxe 
empted by the tax relief agreement of June 13, 1952, in United States currene) 

The prices in the contracts contemplated hereunder w not exeeed the dollar 
equivalent of prices pavable in franes by the French Government to its suppliers. 
However, in situations where the French Government has not placed contracts 
vith it suppliers before the contracts conten piatead hereun ler are signed and 
subsequentiy t is determined that the price In the atter are in excess of the 
aqollar equivalent of price pavable by the French Government to its suppliers, 
the price n the contract etween the United States and French Governments 
will be reduced and the quantity of items will be increased according|ly Che 
French Government will make certifications to the United States Government in 


connection with the above 

6) If the procurement or acceptance of some particular item covered by such 
a contract proves to entail special difficulties for one of the Governments, such 
Government will have the right, with the consurrence of the other party, to delete 
such item from the contract. In such case the quantity of other items to be 
furnished in accordance with provisions of the same contract will, insofar as 
feasible, be increased so that the total contract price remains unchanged. 
7) No profit of any nature, including net gains resulting from fluctuations in 
exchange rates, will be made by the French Government on these contracts. In 
the computation of profits hereunder the contracts shall be taken collectively. 
Upon final payment under these contracts and related subcontracts, the French 
Government will certify whether it has realized any such profit. In the event 
that either Government considers that such profit may have been realized, the 
two Governments will immediately enter into conversations for the purpose of 
determining the existence and the amount of such profit. During these conversa- 
tions, it is agreed that the French Government will make available such documents 
and accounting data as may be necessary to determine the facts. If, as a result 
of conversations between the respective Governments, it is established that profit 
has been realized by the French Government on such contracts, the French 
Government will refund the amount of the profit to the United States Government 
under arrangements and procedures to be agreed upon between the two Govern- 
ments At the request of either Government, a refund adjustment will be accom- 
plished at the earliest practicable date, but this adjustment must be effected on 
or before December 31, 1955, unless a later date is mutually agreed upon by the 
two Governments. 
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~ The French Govert ent wi make everv effor . Fre e 
ducers the Supply ot raw mater! a 1 ¢ ‘ | ‘ ‘ rf 
these contracts While no obligat vith respe ) | ssistance 1s 1 irred 
bv the I nited States Government bv virtue of its hay ‘ ered into tl e CON} 
tracts, such Supply assistance as the ly ed State ma bye repared t pr ide 
will be furnished through normal defense ipplv operations 1 in a Manner co 
sistent with international allocatllo achiner\ athe I il I h any pe 1 
United States procedures or a pecial | ed State ‘ ( l nternationa 
committees 

9) No surcharges or other reimburse ( over id ra ec- 
tion cost Vill be harged by he Fre ( ( é ‘ acts 
entered into hereunder 

LO Che terms of contracts entered » here ler 1 Lore 
for the terms of future contracts ler al | { I i 
in Frane 

LI lransfer to the Frene Government f er red by the Tonite 
States Government under these contracts sha tye nm ac I i ( t tert f 
the Mu ial Defense Assistanes Agree nt I Ja ur 27 Ilva 1 Decer I Pr Zo 
1950, as amended. If, during any period the United States ¢ rnment j 
prevent d from effeeting such transfer Ope! rh Pul Lay 215 82nd 
Congress of the United States, or anv other laws of the 1 ted States t reserves 
the right to suspend acceptance of items to be delivered under ¢ tracts exe cuted 
in accordance with this exchange of notes during ich period or to tert ut 
contracts. 

12 There will be prompt consultation regarding any difficultie that mav 
arise in connection with this procurement with a view reac) 11 ally 
satisfactory solution In view of the ur t necessi for rt 1 production and 
prompt deliverv of items to be prov led Inder t Se racts. t th Crovert 
ments agre¢ to expedite all activities 1 ding prompt pa t bv the I nitec 
States Government to the French Government f{ ems delivered and prompt 
payments by the Frenel (,over! ent to lt ippiler co ctiol 1 contract 
covered hereby They will also furnish eat tner wit i nat is 
be nec arv tor he purpose of earr the ¢ 

[I should appreciate it if you eould « rm ( Le" 
with the foregoing principles and procedures 

Please accept ny daear Vir Pres lent ( a ré ( ol nest con- 
sideration 

D Ss Dit ON 
AWE kin \ 
P 4 ° 19 
Monsieur THIERRY DE CLERMONT-TONNERRI 
Secreta General. Comite Intern steriel po 





Cooperation Economique EB »peenne 
16. te de VU nive te. Paris VII. 


DEAR Mr. pE CLERMONT-TONNERRE: I refer to the exchange of notes signed 
today between our two Governments concerni the principles and procedures to 
govern budget-supportin t 
during 1953 

With reference to Paragraph 5 of those notes, I suggest that the price certifica- 
tion to be made by the French Government be furnished with the last billing 
invoice on each contract in accord: 

With reference to Paragraph 12 of those notes, it is the hope of the 
States Government that payments to French supplier ll, insofar as 


ance with the attached format. 


nited 


eC 
Lit A 


feasible, 
be made in cash in order to insure rapid production and prompt delivery of the 
items concerned, 


Sincerely yours, 


Attachment (1). 
RM Brandin :mf 
CC; C. 
DC, 
MDAP—2. 
CRU—2. 
EF—<‘ 
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Prick CERTIFICATION 


I certify that the following subcontracts or orders were signed and/or issued in 
performance of contract number between the l nited States Government 
and the French Government dated in the amount of $ 
Identifying n mbe rs of first trier 8s thcon- | Equ ale nt dollar an ounts erclusive of 


tracts and/or identif ying numbers of | taxes stated in subcontracts or orders 


orders placed on French Go ernment | 


Total 





Exnipirt N 
Marcu 26, 1953. 
EUROPEAN INDUSTRIAL PROJECTS 


ECA and MSA have approved 143 industrial projects in the Marshall-plan 
countries (excluding projects in the overseas territories), Greece and Turkey 
2 250,000,000, 

of which $600 million was in the form of dollar aid, the balance to be supplied 
by the various enterprises or governments of tl 


The total approved cost of these projects amounts to approximately $% 


he participating countries in local 
curreney l nder the schedule of completion, 71 projé ects were to be finished by 
the end of calendar year 1952, an additional 52 by the end of calendar year 1953, 
and the remaining 20 during the course of calendar year 1954. An adequate 


record appears to have been kept of all costs incurred and equipment ordered or 
shipped under the dollar aid. MSA Washington, through the recently abolished 
Projects Branch, has assisted in expediting deliveries and breaking bottlenecks 
in the production of machinery and equipment contracted for under the dollar 
program. 

Approximately 1,000 contracts have been entered into with American manu- 
facturers under the dollar portion of the program. It is estimated that machinery 
and equipment with an aggregate cost of S80 million remain to be delivered 
Some of this material may be in transit, some in process, and some still on the 
order board. The responsibility for following up and expediting on deliveries has 
been transferred from the former Chief of the Projects Branch, who is familiar 
with all the details of the program from its inception, to the Industrial Develop- 
ment Staff, whose Chief has admitted. unfamiliarity with the problem and has 
confessed his inability to answer any questions with respect to the status of any 
of the projects. 

It is understood that, as of January 1, 1953, MSA had no progress reports either 
in Paris or Washington relating to the manner in which the various enterprises 
and governments of the participating countries have fulfilled their obligations in 
carrying out the projects in local currency. It is stated that several of the projects 
are behind schedule in this respect. 

In the absence of such progress reports, any statements made by MSA that 
all projects are on schedule or have been completed can only apply to the dollar 
cost. Such statements cannot be accepted as meaning that all of the installations 
including those financed with local currency have been completed and full pro- 
duction attained. The following cases illustrate the lack of followup and progress 
reported by SRE and the European MSA missions: 

1. The USINOR project (Union Siderurgique du Nord de la France). This was 
a new enterprise originated by two large steel companies (Hauts Fourneaux et 
Acieries de Denain-Anzin and Forges et Acieries du Nord et de l’Est) to contract 
a hot-strip mill at Denai Nord) and a eold-strip mill at Montataire (Oise). 
The original objective was to build the first continuous strip mill in Franee and 
make possible the manufacture of thin and medium steel sheets The ECA/MSA 
financed equipment was to consist of a 66 inch 10-stand continuous hot mill and 








66 inch 38-stand cold-rolling mill with corresponding pickling, annealing, and 
cleaning lines. The date originally set for completion was the fall of 1950. The 
total cost of the project is ft frane equivalent of approximately $70 million 


agai! an original estimate of $58,600,000) including $11,941,000 ECA/MSA 
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The cold-rolling mill at Montataire was completed in January 1950. The hot- 
rolling mill in Denain was completed in Mareh 1951 In June 1952 MSA Wash- 
ington was informe ! 














plying operation at capacit\ 

The true facts are alleged to be that, while the two rolli ills were complete 
as stated, their operation at full capacity was dey lent ups he installat 
three Thomas furnaces which were to be contributed bv I SINOR part « ‘ 
local curreney contributi hese fu ce re it del 1 and « icted 
on time As of February 19, 1953, only two f au \ peratl It 
hoped that the third furnace in Denain will be fully inst per 
March 1953 Until this has been accomplished there l ea 11 ate py 
of open-hearth steel for the rolling ill 

It was not until November 1952 that MSA Washington learned : a re It of 
a trip made to Europe by the Chief of the Projects Branch that the T as 
furnaces to be installed were part of the Franco-German reparations agreement 


which had resulted in delays and complcat 
It appears from a 








February 19, 1953, tl onl Investiga ) co Tt 1 v MSA i ) ct 
with plant construction progress d y ( e c of this project was 
as follows: 
‘End 8 
‘H. Banquer: Plant investigations, Denain mill, September 13, 1949 
‘J. T. Perry: Paris office records investigation, and plant investigation at 


Montataire, February 25-26, 1951 
‘PD. Wilkes and H. Knight: Paris office records investigation, October 3, 1952.” 
2. The SOLLAC project Societe Lorraine de Laminage Cx tinw Thi 














a project to provide equipment and technical services for hot-strip and ¢ 
strip mills to be constructed at Hayange and Ebange (M«: e) for a cor- 
poration owned by a group of seven leading steel compani rhe original ob- 
jective Involve d two stages: 

‘First stage: Ereetion of an 80-inch continuous strip mill, planned annua 
capacity 700,000 to 850,000 tons of coils, and of a 5-stand, 48-ineh conti 
eold-strip mill, annual capacity 350,000 tons of thir heets and tinplat 
coils to be suppli d bv the hot mill Second stage or inal plans were for at 
84-oven coke plant; this has been chs to the i co ict of a 
57-oven plant, with the possibility of eventually constructing 57 more (part of 
the foundations have already been constructed as it was found more economical 
to do sO The 57 ovens will have a crude steel capat Vv of 500,000 tons per 
vear. In addition there is being installed a blooming mill (for the 80-inch hot 
mill) and a new continuous cold-strip mill for thin plate | first stage was to 
have been completed by July 1952 and the second stage by July 1953.’ 

The total cost of the project is the frane equivalent of more than $228 million, 
including $56,610,000 of approved ECA/MSA dollar aid | will be the largese 
continuous strip mill on tt | iropean cont ner rt completion of bot Stagst 
of this project already have been seriously delayed It was hoped that the first 
stage would be e ympleted during Febr 1953 Che fir 5-stand cold ro g 
mill began operations December 6, 1952 d first hot irted operations 
January 27, 1953. Both are still in the experimental stag raking into account 
the installation of equipment and completion of buildings the project can be con- 
sidered about 75 percent ec mple te SOLLAC’s tentative cheduling for the 
completion of the various units is presently as follows 

“1, Blooming mill, June 1, 1953. 

“2. Open-hearth furnace two 100-ton furnaces, total annual capacity 
150,000 tons), June 1953 

“3. Bessemer converters (three 50-ton units, annual capacity 380,000 tons 


June and August 1953 

‘4. Coking plant (57-oven unit), March | 
“5. Three-stand cold rolling mill, April 1954 
“6. Electrolytic tinplate line, December 1, 1954.” 
There have been serious delays in the 


because of strikes and also because of diver States defense orders 
The deliveries of certain equipment on 1 1 g (Co. have 
been delayed by a full year because of th nse orders rhe most 





significant factor other than the delays in deliveries of materials has been the con- 
siderable increase in the overall cost This had originally been estimated at 
$143 million but expenditures either completed or contemplated now exceed 
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dollars, t ynly information ¢« 


ted by MSA appears in the report forwarded by 


ds ivestigatlor Paris office, September 23, 1952 
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are partly due in modification of the original plans 


ation in MSA Washington relative to the progress 


inanced by SOLLAC with loeal currency 
le and complexit of this project and the size 
YI 


followup of plant 


ton on February 19, 1953, and reads as follows 


‘End-use investigations 


vestigatior Paris offies December 5. 1950 
ion at Havange and Ebange, October 2, 1950 


195] 





ration, Paris office, January 18, 1952 








